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DISCUSSION WITH CERTAIN SHAREHOLDERS REGARDING THIRD-WORLD DEBT 


In early November, four shareholder groups — The 
Anglican Church of Canada, 600 Jarvis Street, Toronto, 
Ontario, M4Y 2J6; CONCACAN Inc., a corporate entity 
of the Canadian Conference of Catholic Bishops, 90 
Parent Avenue, Ottawa, Ontario, KIN 7B1; The Pension 
Fund of the United Church of Canada, 85 St. Clair 
Avenue East, Toronto, Ontario, M4T 1M8; and the Sisters 
of Charity of Saint Vincent de Paul (Halifax), 150 Bedford 
Highway, Halifax, Nova Scotia, B3M 3]5 — filed identical 
shareholder resolutions with Royal Bank of Canada, for 
inclusion in the Management Proxy Circular, and for 
shareholder consideration and vote at the Bank’s Annual 
General Meeting of Shareholders in January 1991. 


The proposal was on the subject of the debt crisis in the 
Third World, and more specifically, sought the Bank’s 
indication of “agreement with the principle that any 
further tax relief to Canadian banks on reserves against 
problem sovereign debt exposure should be in the form 


STATEMENT OF CHURCH SHAREHOLDERS 


Over the past few years the churches have raised 
questions with management and shareholders 
concerning the Bank’s part in sharing the burden of the 
Third World debt problem along with official bilateral 
and multilateral creditors. At the same time, we have 
pressed the Canadian government to respond in a spirit 
of justice and compassion to the plight of indebted 
nations in the Third World. 


In June 1990, the House of Commons Standing 
Committee on External Affairs and International Trade 
produced an important all-party report, “Securing Our 
Global Future: Canada’s Stake in the Unfinished 
Business of Third World Debt”. The Standing Committee 
described the impact of the debt crisis for the world’s 
poorest nations, and as well for the global family, in 
terms of “lost trade and employment; higher taxes; 
increased pressures on the natural environment; threats 
to the political stability of fragile democracies; increased 
violations of human rights, civil conflicts, and refugee 
flows...’ It made recommendations concerning the role 
of the Canadian government, international financial 
institutions and commercial banks in addressing this 
problem. 


Regarding the role of Canadian banks, the Standing 
Committee said that the banks now have considerable 
flexibility in disposing of their Third World loans without 
much further risk to themselves or their shareholders, 

as loan loss provisions currently are held against more 
than two-thirds of total Canadian bank exposure. 


The Standing Committee also stated that the reduction 
in bank exposures has so far provided little debt 
reduction benefit to the debtor nations themselves, and 
that large scale reductions in outstanding principal as 
well as substantial interest rate relief are needed to make 
a decisive contribution to the economic recovery 
prospects of the indebted nations. 


Those statements have been strongly disputed by Royal 
Bank, which cites successful negotiations of sizeable 
debt reduction with four countries under the Brady 
plan. However, we note that despite these efforts, in 
overall terms the position of Third World countries has 
not improved. Arrears on Third World debtor interest 
payments of those countries not addressed by the Brady 
plan have increased by almost 3 times the level recorded 
when the new official debt strategy was launched, to 
$22 billion. The new lending envisaged as part of the 
Brady plan has not taken place. The net transfer of funds 
from impoverished nations to the developed world 
continues. The total amount of debt has continued to 
increase to a projected figure of US$1.32 trillion in 1990. 


(continued overleaf) 


of incentives to encourage reductions in principal and 
interest rates on outstanding debt of Third World 
nations which are crippled by a heavy debt problem” 
A supporting statement referred to a specific tax 
recommendation made recently by the House of 
Commons Standing Committee on External Affairs 
and International Trade. 


The Management of the Bank, in accordance with 
relevant provisions of the Bank Act, declined to include 
the proposal in the Management Proxy Circular. 
However, senior management met with the Taskforce on 
the Churches and Corporate Responsibility, representing 
the filers of the proposal, for a broad discussion of the 
issues. As there was agreement on the importance of the 
matter, Management offered to make the following two 
statements available to the shareholders for their 
information and consideration. Subsequently, the filers 
of the original proposal withdrew it. 


STATEMENT OF THE BANK 


The Management of the Bank has had detailed 
discussions of the problem of Third World debt with 
representatives of Church groups, confirming again our 
shared view about the importance of the issue. This 
dialogue underlines our full agreement that the inter- 
national community — including debtor and creditor 
governments, the multilateral institutions (the Inter- 
national Monetary Fund, World Bank and regional 
development banks), and the creditor banks — must 
persevere in the search for, and implementation of ways 
to resolve the problem in a manner which helps to 
relieve poverty in the debtor countries and helps them 
return to creditworthiness. Management agrees that the 
issue must not “slip off the agenda.” 


Shareholders should know that the Bank’s views on the 
matter remain essentially unchanged since they were set 
forth in a similar document circulated with the Manage- 
ment Proxy Circular one year ago. We will not repeat 
that material here, but will comment on developments 
since then. 


It will be recalled that the major framework is provided 
by the “Brady” Plan, which includes debt rescheduling, 
debt reduction, new funds and the adoption of appro- 
priate domestic economic policies in the debtor countries 
— all within the context of a case-by-case approach 
which recognizes the important differences between the 
needs of different borrower countries. The Plan includes 
acceptance that debt and debt-service reduction are 
essential ingredients in ensuring sustained progress 
towards creditworthiness and return to capital markets. 
To encourage the process, the financial resources of the 
IMF and the World Bank were to be used to support 
debt and debt-service reduction transactions. 


The Brady Plan can now be credited with several impor- 
tant achievements. The IMF and World Bank moved 
rapidly to obtain consensus among their members and 
to create the mechanisms needed. Four agreements have 
been struck between the commercial banks and Mexico, 
the Philippines, Costa Rica and Venezuela. A fifth one, 
with Morocco, depends on the conclusion of an 
extended arrangement with the IMF. The IMF has also 
agreed in principle to support similar deals in Argentina, 
the Ivory Coast, Ecuador, Jordan and Poland. 


The total face value of the first four agreements amounts 
to US$72 billion. The debt reduction transactions 
involved total approximately US$14 billion. The reduc- 
tion in the interest burden is equivalent to an estimated 
further US$11 billion decline in debt. Against these must 
be set an US$8 billion increase in indebtedness to official 
creditors for collateral enhancement. 


(continued overleaf) 


CHURCH STATEMENT (CONT.) 


While there are other factors contributing to human 
deprivation in the Third World, the debt burden is of 
central importance. There clearly remains a major chal- 
lenge to find ways to bring about an immediate increased 
pace and a vastly more beneficial reduction of both com- 
mercial debt and official debt than has so far occurred. 


The Standing Committee therefore urged that ”... the 
Canadian government should be more active in pro- 
moting commercial debt relief that benefits Third World 
peoples, not just in granting tax relief on bad loans 
made by our banks...” It referred here to the fact that 
Canadian tax laws permit banks to deduct from taxable 
income the amount of loan loss provisions up to 45% of 
exposure. It proposed that: “the current 45% ceiling on 
reserves against problem sovereign debt exposure 
eligible for tax purposes remain, but that ... banks be 
able to claim an additional tax loss equal to the difference 
between the 45% level already claimed and the amount 
of any discounts only when Third World loan assets are 
written down or sold in ways that reduce the burden on 
debtor countries...” 


Royal Bank told us that this proposal would be counter- 
productive, and we are certainly willing to take its 
position seriously. It is our belief, however, that the 
Canadian tax law under discussion is much more 
responsive to the concerns of the banks than to those 
of the debtor states. Our motive in supporting the 
Committee’s recommendation, which was based on a 
proposal from the North-South Institute, has been to 
ensure that the tax concessions bring benefit to the 
debtors as well as to the banks. 


We would therefore hope that the Bank would be willing 
to provide to shareholders its analysis of the proposal, 
and an overview of ways of resolving the debt problem 
and preventing further erosion of the position of the 
poor in the Third World. 


We appreciate the Bank’s willingness to continue to 
bring the problem of Third World debt to the attention © 
of shareholders. The issue might otherwise slip off the 
agenda, given the fact that the Bank and its shareholders 
are now relatively well protected against default on Third 
World loans. 


BANK STATEMENT (CONT.) 


Thus the four agreements so far concluded result, 
effectively, in debt relief of some US$17 billion. Such 
debt reduction has benefited debtor countries by 
allowing them to reduce interest payments, and has 
benefited creditors by improving the quality of 
remaining assets. 


Participating countries have tackled major 
macroeconomic problems and implemented difficult 
structural reforms, so that there are now better 
prospects of increased investment, both domestic and 
foreign, and sustained economic growth. 


Some areas of concern remain. One is that there has 
been a marked deterioration in discipline within the 
international system as many countries either failed to 
negotiate programmes with the IME or failed to adhere 
to them, once agreed upon. Argentina and Brazil are 
examples. This deterioration in discipline has been 
reflected in a sharp buildup of interest arrears to banks, 
governments and international institutions. These have 
increased to $22 billion in the 18 months since the Brady 
Plan was announced. Some debtors seem to have 
concluded that there was no longer a need to meet their 
contractual obligations, apparently believing that these 
could eventually be settled at a much lower cost. 


It is also true that some countries have little to gain from 
the current strategy because only a small share of their 
total external debt is owed to banks. Consequently, it is 
equally important to address the issue of official debt, 
and it can be cogently argued that official lenders have 
room to do more than they have done so far. One 
consequence of this, combined with the debt reduction 
efforts of the commercial banks, is that at the end of 1990 
official creditors will have overtaken commercial banks 
as the largest creditor group in the 50 most important 
borrowing countries in the Third World and what used 
to be called the East Bloc. 


The Brady Plan can make a significant contribution. 
Nevertheless the impact of the benefits of debt reduction 
should not be exaggerated. The fact is that debt serves as 
a popular scapegoat for much blame that should right- 
fully be directed elsewhere. The culprit in many, if not 
most, cases has been inappropriate economic policies 

in the borrower countries. 


The experience of the 1980s has shown conclusively that 
success or failure in restoring economic growth depends 
less on the size of the debt burden and external shocks 
than on domestic economic policies. Countries which 


@ 


have responded quickly and have relied on policies 
favouring economic efficiency and competitiveness have 
managed to gradually grow out of their debt problems 
— South Korea, Malaysia, Indonesia and Taiwan are 
examples. By contrast, countries which have failed to 
adopt adjustment policies have seen both external and 
internal problems worsening over time. 


It should also be noted that debt service outflows are not 
an impediment to growth for a number of heavily- 
indebted countries, simply because they have not 
serviced their debt. To put it bluntly, if a country is 
paying nothing, it has no “burden” of debt service. Yet 
these countries have shown no appreciable resulting 
improvement in their economic conditions. 


Turning to the tax proposal recommended by the House 
of Commons Standing Committee on External Affairs 
and International Trade and urged upon the Bank by the 
Church shareholders, the following points should be 
made: 


First, the proposal has been rejected by the Government 
of Canada, which has said it believes that changing the 
tax law in the manner suggested would likely have little 
effect, and that the proposal “would run counter to the 
broad tax policy objective of promoting and preserving 
tax neutrality. As a result, a bank could be penalized by 
being denied a legitimate deduction from income 
because of a loss, which “deduction” is currently 
available to all financial institutions on other loans 
regardless of their origin”. 


Second, the Church shareholders presented the 
proposal as an “incentive”. In fact, it would be a penalty. 
The effect of the proposal, if adopted, would be to 
prevent the Bank from deducting from its income for tax 
purposes an actual loss (when a loan is sold at discount). 
It is a basic and universal principle of business income 
taxes that actual losses reduce taxable income, and 
adoption of the proposal would breach this principle. 
Accordingly, the Management of the Bank believes it 
would be derelict in its duty to shareholders if it lent 
approval to such a proposition. 


It must be stressed that any disagreement between the 
Bank and the Church shareholders is about means, 
rather than ends. We are fully agreed on the importance 
of seeking more rapid progress towards resolution of the 
Third World Debt problem, and the consequent return 
to creditworthiness of the debtor countries. The Bank 
remains committed to working diligently to this end. 


December, 1990 


CORPORATE PROFILE 


ITH ASSETS OF $125.9 BILLION, Royal Bank is Canada’s 
largest financial institution and the third largest bank in 
North America. It provides banking and related financial 
services to more than 7.5 million customers through its 
1 617 Canadian branches and specialized business centres and 
3,127 banking machines—one of the largest networks in the 
world. » Outside Canada, the Bank’s global reach is achieved 
through more than 125 business units operating in 32 countries. 
These units provide corporate and institutional clients with an 
extensive range of Corporate, Investment and Private Banking 
services. Foreign exchange and money market operations are 
located in key international financial centres. Royal Bank 


maintains more than 5,300 active correspondent relationships 


with leading banks in more than 180 countries around the 


world. » Investment banking activities are consolidated within 
RBC Dominion Securities, Canada’s largest investment dealer. 


Another subsidiary, Royal Bank Investment Management Inc., 
provides portfolio and funds management services to CONTENTS 


institutional and private clients. y Royal Bank was vvVvY 
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office in Montreal. Headquarters functions are located | — Message to Shareholders 


Customers 


Staff 


Community 


in Montreal, Toronto, Winnipeg and Calgary. 
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Emphasis on Personal Banking translated into strong gains in consumer deposits and continued 


improvement in market share. 
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The Bank’s RSP portfolio, which includes deposits and RoyFund mutual funds, increased 
during the year by 25 per cent. 


The number of “electronic connections” with corporate clients increased 30 per cent. Royal 


Bank payroll service products are used to pay one in 10 Canadians. 


A two-for-one split in Royal Bank common shares took place on February 9, 1990. 
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Corporate treasurers from around the world ranked Royal Bank foreign exchange services tops 


among Canadian banks and fifth globally. 


RBC Dominion Securities posted the highest profits in the industry in 1990. It acquired a 70 per cent 


interest in Marcil Trust Company and formed a real estate corporate finance partnership. 


Kitcat & Aitken, our London-based subsidiary firm of stockbrokers, was closed in May due to 


chronic overcapacity in the UK equities market and little prospect of achieving acceptable returns. 


A binding agreement was signed with International Trustco Inc. in June for the purchase of its 
total business operations pending regulatory approval. The firm provides fiduciary services to 


corporations and institutions. 


Our 50 per cent interest in National Mutual Royal Bank was sold in April to the Australian and 


New Zealand Banking Group. Clients in Australia continued to be served through our Sydney office. 


lL October, Royal Bank acquired the exclusive Canadian licence to operate EDICT, a leading 


electronic data interchange (EDI) system provided by AT@’T Istel Limited. 
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MESSAGE TO SHAREHOLDERS 


N 1990, ROYAL BANK recorded solid results from its core businesses, further strengthened 


its capital base and built on its position as Canada’s leading provider of bank-based financial 


These accomplishments were achieved in a year marked by deteriorating economic conditions in 
Canada and a number of developments both outside the country and at home that will have far-reaching 
implications for some time to come. 


Some of these developments were positive, others less so. The reunification of Germany and the 


political liberalization of Eastern Europe were welcome events. In con- 
trast, the dark clouds of confrontation in the Persian Gulf threatened to 
dislocate an already-fragile global economy. 

Canada faced its own unique problems: the failure of the Meech Lake 
Constitutional Accord, mounting budget deficits at all levels of govern- 
ment and political dissension over the Goods and Services Tax. 

In September, the federal government finally announced its long-awaited 
proposals for financial services reform — the first step in the much needed 
overhaul of Canada’s financial services industry. The prospect of broad- 
ened powers for all financial institutions is a healthy development. For 
Royal Bank, this will mean new opportunities in the areas of insurance, 
data processing, real estate and trust services. 


However, the government’s decision to permit the narrow ownership of 


financial institutions which will have equal powers with banks, even after they reach the size of our 
largest banks, was a disappointment, as was the proposal that banks be prevented from retailing 
insurance products and leasing automobiles through their branch systems. In our view, the latter two 
decisions deny consumers the advantage of convenient access to these services at lower costs. 

At a time when a growing number of North American banks face pressure on both profits and 
capital, Royal Bank ended 1990 well positioned to withstand the weak economic environment. Through 


greater loan diversification, rigorous credit assessment and a conservative approach to highly leveraged 


transactions and commercial real estate lending, the Bank has built a strong credit risk profile with solid 


capital underpinnings. 


These accomplishments have resulted in one of the highest credit ratings among North American 


banks and a tangible contribution to the Bank’s bottom line. 


Net income for the year was $965 million, an increase of 82 per cent over last year’s figure. As 
shareholders may recall, last year’s financial results were adversely affected by a $1.1 billion addition to 


the Bank’s country risk provision to cover possible losses on loans to less developed countries (LDCs). 


In 1990, no addition to this provision was required. 

In total, the Bank has set aside provisions covering 72 per cent of its 
LDC exposure, one of the highest provisioning ratios among international 
banks. Through loan sales and internal capital generation, our net LDC 
exposure was reduced at the end of 1990 to 21 per cent of common equity 
from 27 per cent at the end of 1989. Our net LDC loans continue to reflect 
secondary market values. 

Continuing emphasis on our consumer business translated into strong 
gains in consumer deposits. In 1990, these increased by $6.7 billion to 
$60.6 billion and now account for 61 per cent of our total deposit base. 
This was a positive development because these deposits tend to be less 
expensive and more stable than wholesale funds. 


On the expense side, non-interest expenses increased 12 per cent over 


last year’s figure to $3.3 billion. The increase reflects continued investment in our branch and electronic 
networks, new strategic initiatives and strong emphasis on staff training. Our productivity ratio, which 


measures the cost of generating each dollar of revenue, continued to be one of the best among North 


American banks. 


At the end of the year, total assets stood at $125.9 billion, making Royal Bank the third largest bank 
in North America. Total asset growth of 10 % in 1990 was accompanied by a continuing positive shift 


in loan mix, with lower risk consumer loans now accounting for 46 per cent of total loans. 


John E. Cleghorn 


President & Chief 


Operating Officer 


MESSAGE TO SHAREHOLDERS 


Return on assets was .79 per cent, short of our target of .90 per cent. However, in light of the difficult 
business environment that prevailed throughout the year, this was a solid accomplishment. 

Return on common shareholders’ equity, at 17.5 per cent, was the highest among Canadian banks in 
1990 and just short of our long-term goal of 18 per cent. 

A more detailed financial review is published in Part Two of the Annual Report. This year’s Annual 
Report has changed significantly from last year’s format. The Operational Review and Financial 
Review, previously published as one document, are now published separately. This has enabled us to 
advance distribution to shareholders and eliminate the duplication that existed with our Annual 
Statement which is now included in the Financial Review. 

The new format adopted in this Operational Review enables us to review the Bank’s activities over 
the year within the context of our relationship with customers, our staff and the communities we serve. 

As you will see, the Bank’s operating performance showed progress in 1990 on most fronts. We further 
refined our customer focus and moved ahead in the implementation of our long-term strategic goals. 
For Royal Bank, an absolutely top priority continues to be improvement in the quality of our service. 

There is no doubt that quality of service will be the major competitive arena in the 1990s, more so 
than product innovation and pricing. The fight for customer loyalty and market share will become 
increasingly intense as more players enter the financial services sector on various fronts and customer 
expectations continue to grow. 

In the past two years, we have made genuine progress in our quality of service initiatives. Our formal 
customer surveys, which are carried out regularly, tell us our customers are more satisfied now than in 
the past. But we are not resting on our laurels. A senior bank officer has been made responsible for our 
service quality group, which brings definition and focus to service initiatives at every level. 

Royal Bank has some distinctive strengths that set us apart from our competitors. We have an 
extensive and well-developed network of branches and other customer service units which, like our 
system of automated banking machines, is the largest in North America. We have a sizeable customer 
base and a substantial share of market in most sectors. And we are the leader in developing and 


implementing bank-related technology. 


Our greatest strength is our people. Throughout this report, you will find ample evidence of what we 
mean when we say that it is our staff that provide us with our competitive edge. We are immensely proud 
of the leadership Royal Bankers demonstrate — not only in the marketplace but also in the community. 

We now have more than 56,800 staff members. Well over half of them, about 39,800, work on the 
retail side of the Bank where we are concerned with the needs of Royal Bank’s Independent Business and 
Agriculture customers as well as millions of individual customers. Our staff is critical to the premium we 
place on customer satisfaction and the banker-customer relationship. | ; 

Relationship management is central to our quality initiatives on the corporate side of our business i 
where we are putting greater emphasis on new sources of revenue. Our account managers, product 
specialists and systems experts are crucial to a strategy that takes advantage of our leadership position, 
for example, in rate risk management and investment banking. 

We intend to increase our lead among banks in the investment management field at both the 
institutional and individual client level by increasing the networking activities of our subsidiary, Royal 
Bank Investment Management. RBC Dominion Securities provides a solid foundation to our investment 
banking business. 

We are well positioned to be a major participant in the anticipated rapid expansion of the market for 
mutual funds. We already have well-developed funds management strengths and the distribution 
capability of the branch network where we now have more than 3,500 registered representatives. 

Our vision for the 1990s is to be the leading provider of financial services in the Canadian market- 
place and the dominant Canadian bank in our strategic international markets. The combination of 
emerging businesses already under way, new business initiatives flowing from deregulation and our 


strong position as Canada’s leading bank provide great opportunity for enhancing shareholder value. 


Allan R. Taylor John E. Cleghorn 
Chairman & Chief Executive Officer President & Chief Operating Officer 


CUSTOMERS 


PERSONAL TOUCH 
BANKING 


Wien 3,127 units, Royal Bank 
now has the largest proprietary 
banking machine network in 
North America. An increasing 
number of them are located at 
sites not serviced by branches, 
thus further extending our reach 


into the community. 


T THE END OF the fiscal year, one in four 


Canadians, more than 7.5 million people, 


counted on Royal Bank for their personal 

vyvv banking needs. Meeting the expectations of 
these customers, along with the more than 320,000 
business clients we serve in Canada and 32 other coun- 
tries, is Royal Bank’s single most important challenge 
and a core strategy in our drive to becoming the 
leading provider of financial services in Canada in 


terms of quality, growth and profitability. » In 1990, 


encouraging progress was made in our efforts to improve service 
quality which translated into increased market share, particu- 
larly in Retail Banking. » Retail Banking is one of Royal Bank’s 
major strengths. It accounted for two-thirds of our profits in 
1990, a level of performance that gives momentum to our 
strategy and the quality of service initiatives that are central to 
it. » Quality of service is our first priority; market segmentation 
is an important part of our strategic plan to achieve it and key 
to providing customers with the level and quality of service that 
best meet their expectations. » Segmentation also enables us to 


respond to those needs with the right product and pricing. 


Picea modern dancers 
have been graduating from 
Contemporary Dancers Inc. 
in Winnipeg for 27 years. 
Two years ago, Evelyn Polish, 


general manager, moved 


the school’s account to 

Royal Bank. “It was incredible. 
Everything was taken care of in 
two days and the service has 
been outstanding ever since.” 
Contemporary Dancers 
employs 25 people and 
sponsors the Festival of 


Canadian Modern Dance. 


CUSTOMERS 


For many Royal Bank customers, routine banking transactions — which can be made at the branch 
counter or banking machine — are not enough. These clients expect and require the more personal 
attention across a broader spectrum of products and services that relationship banking provides. 

Continued growth in Private and Executive Banking in 1990 is evidence of the demand for 
relationship banking services. To support these services and to provide customers with appropriate 
venues, we increased our Executive and Private Banking centres in 1990 in Canada from 17 to 32. 
International clients have access to a further 17 Private Banking facilities located 
in key cities internationally. 

Introducing relationship banking to our Personal Banking clients has also 
required substantial investment in the redesign of branches to create appropriate 
service areas: banking machines to provide easy 24-hour access, sit-down banking 
for investment and borrowing transactions and Customer Service Representatives 


Despite intense competition to handle less complex transactions at the counter. 
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. The Bank’s emphasis on Personal Banking services translated into strong gains 
institutions, we were able to 


increase our dominant share of in consumer deposits and continued improvement in our market share. These 


Glace ae SIO A?! deposits have increased 13 per cent annually since 1987 and now account for 


without experiencing the 


61 per cent of the Bank’s deposit base. The average ratio for the other five major 
serious delinquency problems 


Canadian banks is 48 per cent. A key factor in this growth is our Royal Money 


some financial institutions 
began to face later in the year. : , : me 

Maker account. Introduced in 1987, it now accounts for deposits of $14 billion 
with 60 per cent of the balances at $60,000 or more. 

Despite intense competition from other financial institutions, we were able to increase our dominant 
share of the residential mortgage market without experiencing the serious delinquency problems some 
financial institutions began to face later in the year. 

Our card services, a profitable and growing segment of our payment and consumer loan business, 
also performed well in 1990. Despite the entry of other banks, we maintained our SO per cent share of 
the Visa Gold card market and we also held our market position in Visa Classic with more than four 
million card holders. 

Our relationships with Independent Business customers are also managed through Retail Banking. 
Although we are the market leader in the independent business sector, plans were finalized in 1990 for 
a significant three-year investment in technology, equipment and training to protect and enhance our 


business base for the long-term. 


In 1990, we continued to lead the agricultural sector with a 34 per cent share of the market. Our 


Bankers and agrologists worked closely with an increasing number of Canadian farmers who represent a 


critical force in the country’s economy. 


Continuing deregulation of the financial services industry has provided new 


product opportunities in such areas as retirement income, investment management 


and mutual funds. Subsidiaries and affiliates that provide these and other 
products, such as RBC Dominion Securities, Royal Bank Investment Manage- 
ment, Royal Bank Mutual Funds Inc. and International Trust Company, with 
whom we signed an agreement last September, benefit from Royal Bank’s strong 
distribution capability. 

Our RSP portfolio, which includes deposits and RoyFund mutual funds, is a 
good example of the synergies that can be achieved through networking arrange- 
ments. This portfolio increased 25 per cent over the year to $9.7 billion. 

Funds management is provided by Royal Bank Investment Management Inc., 
already the largest and most profitable bank-con- 


trolled investment management firm in the country 


Serving ie Cea san er er merchant point of sale terminals, all served by a highly efficient data 


dent businesses, Royal Bank is 


rocessing network. 
Canada’s leading financial insti- P 8 


tution for small businesses. As Our electronic network processed 230 million transactions last year, 


part of our service to this key 


market segment, the Bank has 


published the first two books of 


its revised information series — branches, further extending the Bank’s reach into the community. 


“Starting Out Right” and 
“The Source Book”. 


— aconsiderable investment in our people through staff training and career development. We want to 


attract and retain people who have energy and talent and who are committed to providing clients with 


the highest quality of service. 


with assets under management of $4.4 billion at fiscal year-end. 
We invested heavily in our Canadian delivery network which is 
now the largest in North America. It comprises 1,617 branches and other 


customer service units, 3,127 automated banking machines and 22,500 


providing round-the-clock convenience, seven days a week. An increas- 


ing number of our banking machines are located at sites not serviced by 


The success of our Retail business is a clear indication our commitment 


to service excellence is paying off. We have made — and continue to make 


Cerne our position as 


Canada’s leading RSP bank, we 


are broadening our capability 
to service both personal and 


corporate pension management 


needs. We continue to outpace 


other banks in this rapidly 


growing market. Our portfolio 


increased 25 per cent over 1989 


to $9.7 billion. 


CUSTOMERS 


HE SAME ECONOMIC realities that imposed 


pressures on our clients in 1990 also presented 


Corporate Banking with additional challenges 


Looking tothe future, Royal in terms of credit assessment. Increasingly, the 


Bank has created a unique 


focus is on quality assets and better spread man- 


mobile exhibition that so far 


has visited Montreal, Toronto, 


agement rather than market share. » In this regard, 


Halifax, Calgary and Vancouver. 


we were well served by the centralization of our 


Vision 2000 is an exciting 


walk-through conference fea- 


Financial Institutions’ credit risk management func- 


turing the Bank’s best people, 


tion and the decision to limit our involvement in 


products and technology. 


highly leveraged transactions and commercial real 
estate loans — particularly in the United States. Generating 
detailed risk profiles on both individual clients and industry 
sectors internally has enabled us to better monitor our loan 
portfolio and assess business opportunities. » The capital 
adequacy guidelines produced by the Bank for International 
Settlements require increased focus on pricing in line with 
target returns and on effective balance sheet management. 

In 1990, the Asset Management Group was strengthened, 
enhancing the liquidity and flexibility of Corporate Banking’s 
portfolio through loan syndications, asset sales and off-balance 


sheet product development. 
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ae W. Charles is Chairman 
and Chief Executive Officer of 
Arrow Transportation Systems 
Inc. of Vancouver. Mr. Charles 
views Royal Bank as more than 
a bank: “They have also been 
our staunch supporters through 
good and bad times for more 
than 60 years.” With annual 
sales in excess of $75 million 
and more than 700 employees, 
Arrow Transportation provides 
specialized trucking, marine 
and materials-handling services 


to Western Canada. 


CUSTOMERS 


L. October, Corporate Banking, 
which has pioneered Electronic 
Data Interchange (EDI) in 
Canada, acquired the exclusive 
licence from AT@T Istel to 


operate a system allowing 


clients and suppliers to conduct 
transactions, using the Royal 
Bank network as their third- 


party system. 


In Canada, our early thrust into Electronic Business Banking has resulted in a clear lead in the 
electronic delivery of information to corporate clients. We continued to build on last year’s rapid growth, 
increasing the number of these “electronic connections” by 30 per cent. Our payroll service product is used by 
business to pay one in 10 Canadians. 

Royal Bank Leasing Inc., the new name for Roylease Ltd., provides equipment leasing as an alternative 


financial service. In 1990, leasing sales expertise was broadened to include Account Managers throughout 


Corporate Banking and will soon include Independent Business managers. 

Corporate Finance units in Toronto and Calgary concentrated on fee-generating 
financial advisory mandates and will continue this thrust in 1991. A new London 
office will strengthen the marketing of this group’s services in Europe. 

Royal Bank Capital Corporation, our venture capital subsidiary, provides equity 
and subordinated debt to successful growth companies and management 
buyout opportunities. During the year, the group opened an office in Vancouver, 
supplementing its offices in Toronto and Montreal. 

The Financial Institutions group continued to be the leading provider of 
Canadian banking services through relationship management to financial 
institutions worldwide. This group’s Client Service Centre in Toronto provides 
comprehensive account services and support to more than 3,500 clients. 

Our 1990 Canadian survey on quality of service produced very strong perfor- 


mance ratings for Corporate Banking Account Managers. Ninety-eight per cent of 


our clients said they would recommend Royal Bank to other companies. The response to a similar 
question in our US survey was 94 per cent! 

Business development activity in the United States was enhanced with the opening of an office, our 
10th in that country, in Buffalo to develop cross-border trade opportunities. 

Royal Bank’s strong presence in the United States and the steps taken to focus our European, Asian 
and Latin American operations on our core Corporate Banking and Treasury businesses contributed to 
enhanced returns from our international operations in 1990. We are well positioned for Europe 1992. 
A subsidiary, licensed as an authorized banking institution, will enable us to operate throughout the 


European Community. 


No other Canadian bank matches our geographic coverage in Europe and Asia or our strength in rate 
risk management products, investment management, investment banking, private banking, correspon- 


dent banking and trade services. 


Treasury’s role within the Bank is to provide funding and to manage the associated liquidity and market 
risks. Concurrently, the group supports the Bank’s various business divisions with 
a wide range of market-related products. 

We responded to increased pressures on the profitability of our corporate foreign 
exchange business by broadening the range of products provided to our existing 
customer base and upgrading the quality of service provided at the retail level. 


Future profitability will come from efficiencies derived from new technology and 


through continued emphasis on astute risk management. A 
Ithough we take a relatively 


The strong performance of our money market units reflected higher trading aS bh hee e se 


volumes and the timeliness of funding initiatives. the management of foreign 


: : ; ‘ Be exchange, we have become a 
We completed the structural integration of our investment banking activities 


notable factor in the world’s 
within RBC Dominion Securities some time ago and the working relationship 


foreign exchange markets. 


between our organizations is now well-established Each day, our dealing rooms in 


Toronto, New York, London 


at both the retail and corporate level. ; 
and Tokyo trade some $11 billion 


It seemed likely by year-end that we would in foreign exchange. 
receive permission from the US Federal Reserve 
Board to underwrite cross-border corporate equity issues sometime in 1991. 
However, our ability to transact this business will be seriously hampered if 

the current 10 per cent ceiling on so-called “ineligible transactions” remains. 


Resolution of this issue in favour of Canadian bank-owned investment 


dealers will become critical when both Canada and the United States adopt a 


| erry plays a crucial role 


a airnually every facet of our Multi-Jurisdictional Disclosure system in 1991. 


business. It is a valuable tool in I ae : 
Outside Canada, chronic overcapacity in the UK equity market led to the 
improving the quality of our 


products and expanding our closing of Kitcat & Aitken. Despite being one of the lowest-cost producers in 


namie Ch SCraERes 28 Jett aS te the London market, we could see no prospect of achieving acceptable 


volume of transactions we handle. 


. returns from this business in the foreseeable future. 
Typically, we process about 4.5 


million cheques every day. RBC Dominion Securities ended 1990 on a successful note. Profits were 


the highest in the industry aided by the firm’s stringent cost controls. The 
firm was the industry leader in almost all segments of its business, showing particular strength in Corporate 
Finance. Its mergers and acquisition business was ranked first in Canada in volume terms and 11th in the 
world on a cross-border basis. In June, RBC Dominion Securities acquired a 70 per cent interest in Marcil 


Trust Company, a small, highly regarded trust company specializing in real estate corporate finance. 


0... customers are best served 
by well-trained, knowledgeable 


employees. The investment in 


training Royal Bank’s most 


valuable asset, its people, 


amounted to $74 million in 


1990, including salary costs. 


More than 32,000 employees 


participated in a wide variety 


of training programs. 


service to Personal Banking customers; more than 1,800 
Account Managers provide professional financial expertise 
to Corporate and Independent Business clients; technological 
breakthroughs are uncovered by our 1,500 systems people. 
The list of Royal Bankers in action goes on. » Attracting, 
developing and keeping quality people is the foundation to 
building our solid team. In fact, the concept of “quality 
people” is firmly entrenched as one of our five strategic 
corporate values. The others are quality service, quality 
leadership, quality assets and quality earnings. Each relies on 


the others; but without quality people, none are achievable. 


UCCESS IN TODAY’S financial services environ- 


ment demands a competitive edge. Royal 
Bank’s edge stems from the quality of our 

_ people and their determination to provide the 
best service in the business. » Our team consists 
of 56,889 Royal Bank men and women — 42,910 
full-time and B ,979 part-time — who work in 
Canada and around the world. » On any given day 
throughout the year, more than 10,000 Customer 


Service Representatives form our front line of 
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Bee Asselin is a Personal 


Banking Services Officer in 
Montreal. Having been with 

the Bank for 17 years, Josée 
brings a wealth of experience to 
her new front-line position, 

as well as a firm belief in the 
importance of helping her clients. 
“Tt’s very gratifying whena 
customer appreciates good service 
and when the right information 
improves their financial position,” 
she says. “But it’s even more 
gratifying when they also thank 
you for your help.” 


i Frank’s clients often 


commend his outstanding 


service and professionalism. 
The Fraser Valley Corporate 


Banking Account Manager 


received a Special Achievement 


Award this year as part of a 


program begun in 1988 to 
reward exceptional accomplish- 


ment among our employees. 


Rising service expectations among our customers and an increasing need for more sophisticated 
financial products for both Personal Banking and business clients are placing special demands on our 
employees. This is precisely why Royal Bank places such a strong emphasis on employee training — 
from orientation to ongoing career development. 

As evidence of this keen focus, an unprecedented number of Royal Bankers, more than 32,000, 


participated in various training programs last year at an investment of $74 million, including the salary 


costs of trainees. Developing highly skilled, competent staff in all areas is a critical 
objective and crucial to meeting our client needs. 

Like any business, Royal Bank competes to attract and retain quality 
employees. We are responding to this ongoing challenge by striving to create a 
workplace where our people feel they are among the best there are. This aim was 
recognized once again in 1990 by a respected national business publication which 
listed Royal Bank as the only major bank in the top-100 best companies to work 
for in Canada. 

In addition, we continue to explore, develop and implement innovative 
compensation programs that offer employees attractive performance incentives, 
recognition of individual and team accomplishments and other important per- 
sonal benefits. 

Our approach to compensation has now established a strategic link to 


bottom-line performance through the Quality Performance Incentive program 


(QPI). First introduced in 1985 as incentive pay for senior managers, the program now encompasses 
eligible staff at all levels of the Bank. In a very tangible way, financial reward through QPI puts the 
power of personal commitment behind both individual and team accomplishments. 

The Royal Bank Employee Savings and Share Ownership Plan (RESSOP) is another key benefit. This 
Bank-sponsored savings program enables our people to benefit as shareholders from the Bank’s success. 
A portion of each employee’s contribution is matched by the Bank in the form of Royal Bank shares. 
Approximately 29,000 staff, or more than 70 per cent of all eligible employees, belong to RESSOP. 
With this kind of stake in Royal Bank, our employees’ interests are very much aligned to the best 
interests of shareholders and the Bank at large. 

Recognition of service excellence provided by individuals and teams reinforces the Bank’s keen focus 
on quality service. This is precisely why our Special Achievement Program was introduced in 1988. 


Each year, thousands of Special Achievers are recognized across our network through this vital program. 


Listening to our employees is an integral part of Royal Bank culture. A key way in which we seek 


feedback is through our Employee Attitude Survey. Significantly, 94 per cent of the respondents in last 


year’s survey said they were proud to be associated with Royal Bank. 

We have also learned that it makes good business sense to listen to our 
employees. Our Staff Suggestion Program rewards those who discover innovative 
ways to improve our products, systems and quality of client service. They also 


benefit our bottom line. Over the next three years, the Bank expects to realize 


more than $25 million in increased revenues and reduced costs from suggestions 
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made last year alone. Eizcbesh Trotter and Valerie 


Lebel share an Account Man- 


Royal Bank recognizes that the needs of employees today are much different than 


agement position in Corporate 


a generation ago. With the emergence of more dual-income and single-parent 


Banking’s Multinational divi- 
families, new types of work arrangements are needed to help employees balance 


sion in Toronto. The pair are 


their responsibilities at home and at the office. We are taking a pro-active approach | %70ng 150 job-sharing teams at 


the Bank. Job-sharing is one 


in this area and are working hard to develop effective policies and support 


initiative in our drive to attract 


programs for Royal Bankers and their families. and keep valued employees. 


We are committed to the principles, goals and 
objectives of Employment Equity. Yet, despite significant gains in recent 
years, we recognize that much more must be done to improve the 
representation of women and visible minorities in upper management, as 
well as aboriginal groups and people with disabilities at all levels —- and 
The seat Samer Mer Tass ati, we are determined to do so. 
which invites employee ideas on 


Employment Equity Committees are now fully functioning through- 
efficiency, quality service and 


revenue generation, created a out the Bank’s field units. These committees are mandated to provide 
Gace ack EE ah leek guidance and identify initiatives to help us reach our overall Employment 
of $25 million in 1990. So 

valuable is the program that we Equity goals. 

have now increased the top With all of these programs and policies, Royal Bank is working to 


award for successful ideas to 


$25,000 from $10,000. 


maintain our lead as Canada’s leading bank through the efforts of quality 


people. This focus gives us a competitive edge. It translates into our most 
distinguishing characteristic — loyal, dedicated and highly skilled employees striving to provide our 


customers with the best service possible. 


COMMUNITY 


Royal Bank is a founding mem- 


ber of the IMAGINE 


to promote public awareness of 


charitable giving and 


N POWELL RIVER, British Columbia, 20 Royal 
Bankers volunteered more than 3,000 hours 
to 30 different organizations. In Port Perry, 
campaign Ontario, during their lunch break, our staff 


delivered hot lunches to senior citizens. Another 


volunteer- 


ing. IMAGINE ’s Corporate group of Royal Bankers, in this case retired and 


Program grew in 1990 to 


include more than 180 “caring 


companies” — those 


operating through the Canadian Executive Service 


donating Organization (CESO), used their business expertise 


at least one per cent of average 


pre-tax profits. 


to support native people in their efforts to become 

more self-sufficient. » These examples are typical 
of the many ways that our staff contributed their own free 
time to worthwhile community activities across the country in 
1990. » We are extremely proud of the collective efforts of our 
staff and the countless thousands of hours they devote to : 
making their communities friendlier, healthier, better places in 
which to live. We believe their efforts represent the kind of 
leadership — extended into the community ~ we are striving to 
encourage in everything we do. » Many of our staff devoted an 


enormous amount of their own time in 1990 helping various 


non-profit organizations. These included service and recre- 


ational clubs; charitable, fraternal and church groups; social 
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Uoining the Bank in Jamaica 
20 years ago, Yvonne 
Blackwood moved to Toronto 
in 1976, where she is now a 
Personal Banking Manager. 
Starting day-care centres, 
working with black youth and 
sitting on the boards of the 
Children’s Aid Society and the 
Canadian Multiculturalism 
Advisory Committee exemplify 
Yvonne’s deep community 
involvement. “Once you see 
what’s needed,” she says, “it’s 


very difficult to back away.” 


COMMUNITY 


agencies and community organizations; health, welfare and educational institutions; and amateur sports. 
We share with our staff a strong commitment to promote and support the well-being of the 
communities we serve. We believe philanthropy is part of any large corporation’s social responsibility. 
While the educational, social and cultural programs that a community deems essential are partially 
funded by the public sector, increasingly it is left to the private sector to bridge the funding gap. 
For many years, Royal Bank has been among Canada’s largest corporate donors. We are a signatory 
to the “one per cent commitment” for Canadian corporations advocated in the 
IMAGINE public awareness campaign. Royal Bank is a founding sponsor of 
IMAGINE and, in September, Allan R. Taylor became volunteer chairman of its 
Corporate Program. Our “one per cent commitment” resulted in donations to 
education, cultural activities, health and welfare, community causes, federated 
appeals and amateur athletics of $10 million in 1990. 
Lnernationally acclaimed Our commitment to the community includes an active consumer information 


sculptor and craftsman, Bill Reid, 


and personal money management program. Building on 
was the recipient of the 24th Ie Y & prog g 


annual Royal Bank Award for “Your Money Matters”, a six-publication series that deals 


outstanding Canadian achiev- : : 
with personal and family money management, we re- 


ment. Of both Haida and 


Bud opean eee RII published “Looking After Your Money” in 1990 aimed at 


focussed international attention helping youngsters develop sound money habits. We also 


on native Canadian art. : ; aa, ae 
expanded our “Straight Talk” series of publications giving 


useful background on banking services. I, help Canadians translate 


: : . their concern for the environment 
Sharing worldwide concern for the environment, Royal Bank adopted a 
into action, Royal Bank 


formal environmental policy in February. We also implemented a number of sponsored the production and 


measures designed to make our operations more “environmentally friendly”. promotion of, Home ia 


b Guide: Practical Action for the 
These ranged from revisin 1Ci 
e ranged from revising our lending policies to recycling approximately epochs eta 
1000 tons of paper over the past year. copies of the book, published by 
‘ : : C weeng se ; , The H. Foundati 
Our involvement in environmental activities in 1990 also included a major aes Sara os 
Canada, were sold in 1990. 


contribution to the World Wildlife Fund to finance a new centre for rain forest 
studies in Guyana. This unusually large debt-for-nature donation put to productive use the Guyanese 
dollar equivalent of $881,000 in a blocked-fund deposit in the Guyanese Central Bank. 

Our involvement in community affairs reflects our belief that there is no essential difference between 
what is good for the community and what is good for those who live in it — including the Bank. Our 


success is linked with that of the communities we serve. 
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DIRECTORS 


as of October 31, 1990 


Allan R. Taylor 
Toronto 

Chairman and Chief 
Executive Officer 
Royal Bank 

of Canada 


Robert W. Campbell 
Calgary 

Retired Chairman 
Canadian Pacific 
Limited 


*Camille A. Dagenais, 
C.Cz,. EL.D; 
Montreal 
Director 
The SNC Group 


John T. Ferguson 
Edmonton 
President and Chief 
Executive Officer 
Princeton 
Developments Ltd. 


Charles H. Knight 
Regina 

Chief Executive 
Officer 

Denro Holdings Ltd. 


J. Pierre Maurer 
New York 

Retired 
Vice-Chairman 

of the Board 
Metropolitan Life 
Insurance Company 
(New York) 


J. Edward Newall 
Mississauga 
Chairman and Chief 
Executive Officer 
Du Pont Canada Inc. 


Charles I. Rathgeb 
North York 

Company Director 
Private Investments 


W.P. Wilder 
Toronto 
Company Director 


*Retires January 24, 1991 


**Resigned November 15, 1990 
*** Appointed November 6, 1990 


John E. Cleghorn 
Montreal 

President and Chief 
Operating Officer 
Royal Bank 

of Canada 


. Robert M. Chipman : 


Winnipeg 
Chairman 


The Megill-Stephenson 


Company Limited 


Pierre Des Marais II 
Montreal 

President and Chief 
Executive Officer 
UniMeédia Inc. 


Jock K. Finlayson 
Montreal 

Chairman 

Royal Insurance 
Company of Canada 


~ Walter F. Light, 


O.C., O.Ont. 
Toronto 

Retired Chairman 
Northern Telecom 
Limited 


. Giwattiee F. McCain 


Florenceville, N.B. 
President 

McCain Foods 
Limited 


Ralph A. Pfeiffer, Jr. 
Greenwich, CT. 
Retired Chairman and 
Chief Executive 
Officer 


Sir James Ball, | 


M.A., Ph.D. 
London, England 


Professor of Economics 


London Business 
School 


- Ronald L. Cliff, 


C.M., C.A. 
Vancouver 
Chairman 
BC Gas Inc. 


‘Minis. Dobaa Cate 


Westmount 
Chairman and Chief 
Executive Officer 
DBRN Holdings Ltd. 


Rowland C. Frazee, 
O.C. 

Montreal 

Retired Chairman 
Royal Bank 

of Canada 

The Hon. E. Peter 
Lougheed, P.C., 
C.G.50:°G, 
Calgary 

Senior Partner 


Bennett Jones Verchere 


“Dawn R. McKeag 


Winnipeg 
President 
Walford 
Investments Ltd. 


‘Neil F. Phillips, Q.C. 


New York 
Resident Senior 
Counsel 

Goodman Freeman 


IBM World Trade Corp. Phillips & Vineberg 


Kenneth C. Rowe, 
F.C.I.S. 

Halifax 

Chairman, President 
and Chief Executive 
Officer 

I.M.P. Group Limited 


*** Guy Saint-Pierre 


Montreal 

President and Chief 
Executive Officer 
The SNC Group 


Vancouver 
Associate 


McQuaid & Associates 


Consulting Ltd. 


G.H. Blumenauer 
Oakville 
Chairman of the Board 
Otis Canada, Inc. 


~ George A.Cohon, 


C.M., B.Sc., J.D. 
Toronto 

Chairman, President 
and Chief Executive 
Officer 


*Frank B. Common, Jr., 
Q.C. 

Montreal 

Counsel 

Ogilvy Renault 


McDonald’s Restaurants 


of Canada Limited 


‘G; Campbell Eaton, : 


OC. Me CDs, 
TEED: 

St. John’s, Nfld. 
President 

Dublin Ltd. 


Arden R. Haynes 
Toronto 
Chairman and Chief 


Executive Officer 
Imperial Oil Limited 


Clifford S$. Malone 
Toronto 
Vice-Chairman 
United Corporations 
Limited 


—*W, Earle McLaughlin 


Montreal 

Former Chairman 
of the Board 
Royal Bank 

of Canada 


Herbert C. Pinder 
Saskatoon 
President 
Saskatoon Trading 
Company Limited 


Robert T. Stewart 
Vancouver 
Chairman, President 
and Chief Executive 
Officer 

Scott Paper Limited 


- **Lorne F.J. Hehn- 


John R. Evans, C.C., 
M.D. 

Mississauga 
Chairman 

Allelix Biopharma- 
ceuticals Inc. 


Winnipeg 

President and 
Chairman of the Board 
United Grain Growers 
Limited 
Alexander B. 
Marshall 

London, England 
Company Director 


J.W.E. Mingo, Q.C. 
Halifax 

Barrister 

Stewart McKelvey 
Stirling Scales 


Claude Pratte, Q.C. 
Quebec City 
Counsel 

Stein, Monast, 
Pratte & Marseille 


John A. Tory, Q.C. 
Toronto 

Deputy Chairman 
The Thomson 
Corporation 


BOARD COMMITTEES 


The six standing committees of the Board of Directors of Royal Bank of Canada, as listed below, have the 


responsibility of maintaining integrity and sensitivity within the major areas of activity of the Bank consistent 
with the strategic development goals of the corporation. 


The Audit Committee assumes the responsibility of review- 
ing the annual and quarterly financial statements and 
internal audit and compliance procedures of the Bank and 
of ensuring that disclosure of accurate, reliable data is made 
to interested parties. 


Chairman: Ian A. Barclay. 
Members: R.L. Cliff, J.R. Evans, W.F. Light, A.B. Marshall 
J.P. Maurer, R.A. Pfeiffer, Jr., J.A. Tory. 

The Audit Committee, through meetings with share- 
holders’ auditors, the Chief Inspector and the Chief Accoun- 
tant and periodic reviews of internal audit and compliance 
procedures and accounting practices of the Bank, ensures 
the disclosure of reliable financial information. Manage- 
ment information systems development and revisions to 
accounting practices are subject to review by this commit- 
tee. The committee also reviews management recommenda- 
tions for issues of debentures by the Bank and may within 
limits prescribed by the Board of Directors authorize and 
approve issues of Bank debentures. 

The Committee meets at least four times annually and as 
required. It reports to the Board of Directors on its activi- 
ties, particularly its review of the Bank’s financial state- 
ments and on the nomination and remuneration of auditors. 


by 


The International Strategic Issues Committee, acting in an 
advisory capacity to management and the Board, examines 
major international issues critical to the future of the Bank 
and / or the Bank’s response to them. 


Chairman: Neil F. Phillips. 
Members: Sir James Ball, J.K. Finlayson, A.B. Marshall, 
J.P. Maurer, C.I. Rathgeb, K.C. Rowe, R.T. Stewart, 
W.P. Wilder. 

The International Strategic Issues Committee was created 
in 1987 and is charged with reviewing major international 
issues to consider their implications for the international 
and Canadian operations of the Bank as well as for Canada 
in general. 

The Committee meets at least semi-annually and reports 
to the Board of Directors at least once each fiscal year. 


The Loan Policy Committee sustains an advisory and 
monitoring role with regard to the lending policies and 
practices of the Bank. 


Chairman: J.W.E. Mingo. | 
Members: G.H. Blumenauer, C.A. Dagenais, M.S. Dobrin, 


J.T. Ferguson, W.E. McLaughlin, H.C. Pinder, W.P. Wilder. 


The Loan Policy Committee reviews and monitors the 
application of credit policy to ensure prudent risk manage- 
ment and consistent strategic planning. Loans of magnitude 
exceeding the generally acceptable percentage of capital, 
and those involving unusual circumstances are studied by 
the committee prior to management approval. Loans to 
directors and employees are approved by this group and, as 
required by the Bank Act, are reported to the Board of 
Directors. Finally, subject to the provisions of the Bank Act, 
administrative matters of an urgent nature may be referred 
to this committee for approval prior to subsequent review 
by the following meeting of the Board. 


The committee meets regularly, twice a month, in addition 
to policy meetings and reports its activities to the Board of 
Directors with appropriate recommendations, desirable in 
the circumstances. 


The Nominating Committee, under given criteria govern- 
ing the overall composition of the Board, recommends 
suitable candidates for appointment as directors. 


Chairman: Robert M. Chipman. 
Members: G.C. Eaton, J.K. Finlayson, C.H. Knight, 
C.S. Malone, D.R. McKeag. 

The Nominating Committee, under guidelines established 
to sustain Board composition, reviews and recommends 
areas of representation which are complementary to the 
Bank’s strategic development goals. The committee further 
seeks to identify candidates who are able and willing to 
participate in the diverse scope of the Bank’s activities. 

The committee meets at least semi-annually and reports to 
the Board of Directors at least once each fiscal year. 


The Personnel and Compensation Committee, in an advi- 
sory Capacity, reviews and monitors Personnel policies, 
management development program and total compensation 
practices of the Bank. 


Chairman: A.R. Haynes. 
Members: F.B. Common, Jr., G.W.F. McCain, J.E. Newall, 
R.A. Pfeiffer, Jr., C. Pratte. 

The Personnel and Compensation Committee is charged 
with periodic reviewing of the Bank’s long-range plans and 
policies for recruiting, developing and motivating person- 
nel. Compensation practices and management succession 
are areas of regular review and approval of remuneration of 
the Bank’s most senior executive staff is required of this 
committee. 

The committee is required to submit to the Board of 
Directors a report on its activities and any recommendations 


posture to ensure that its operations remain consonant with 
the changing values and expectations of society. 


Chairman: E.P. Lougheed. 
Members: R.W. Campbell, G.A. Cohon, Pierre Des Marais II, 
R.C. Frazee, L.F.J. Hehn, C.S. Malone. 

The Public Policy Committee acts in an advisory capacity 
to the Board of Directors in areas relating to the Bank’s 
overall interaction with its various key publics. Studies of 
the Bank’s efforts to ensure ethical and socially responsible 
business conduct, corporate responsibility by way of both 
human resource and financial contributions, and the appro- 
priateness of Public Affairs considerations as related to the 
Bank’s strategic goals, form the key elements of this com- 
mittee’s functional mandate. 

Reports and recommendations are made at least once each 
fiscal year to the Board of Directors. The Committee meets 
at least semi-annually. 
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ane Rocce Tew aod Banking Co. mae 
1-2-1, Yaesu, Chuo-ku 
Tokyo, Japan 


SHAREHOLDER DIVIDEND AND 
SHARE PURCHASE PLAN 


Sharenelcers of “Real or bencacale owners er Common and/or 

of certain eligible series of preferred shares may enroll in the Plan. 
Participants in the Plan may elect to receive their dividends in the 
form of new Common Shares (stock dividends) or reinvest their 
cash dividends in new Common Shares. In both instances, the price 
of the new Common Shares is 95% of the average market price 
determined at the date of the dividend payment. Participants in the 
Plan may also make optional payments to purchase new Common 
Shares as frequently as once a month (on the Investment Date) for an 
aggregate amount up to Cdn. $7,500 per quarterly dividend period 
at 100 per cent of the average market price. 

Further information on the Shareholder Dividend and Share 
Purchase Plan may be obtained from the Shareholder Relations 
Department, at the Bank’s corporate headquarters. 

Shareholder inquiries pertaining to the status of Plan accounts may 
be directed to the Plan Agent, Montreal Trust Company of Canada, 
Attn. Dividend Reinvestment Services at the mailing address listed 
or by telephoning (514) 982-7666. 


DIVIDEND RECORD DATES 


Usually the 24th Of naa Apu july a Oucher oe for 
First Preferred Series E, F and G. The dividend record date for the 
First Preferred Shares Series E is the last day for each month, and for 
the First Preferred Shares Series F and G is the second week of 
January, April, July and October. 


DIVIDEND PAYMENT. DATES 


Usually the 24th oe Pines May, reat and Novanbes ee 
for First Preferred Series E, F and G. The dividend payment date for 
the First Preferred Shares Series E is the 12th day of each month, 
and for the First Preferred Shares Series F and G is the last business 
day of January, April, July and October. 


VALUATION Day PRICE 


ih eal gains purposes, the Walnacon Day (December pap 
1971) cost base for common shares of Royal Bank of Canada, 
adjusted for prior stock Splits, is $7.38 per share. 


DIRECT DEposIT SERVICE 


SUA may Ae diect to have their dividends mepouicds 
directly into their savings or chequing accounts at any financial 
institution which is a member of the Canadian Payments Associa- 
tion. To arrange, please write to our Shareholder Relations Depart- 
ment, at the Bank’s corporate headquarters. 


INSTITUTIONAL INVESTOR, BROKER, 
SECURITY ANALYST CONTACT 


insutuceealy investors, rokee security ee mad echoes 
desiring financial information about the Bank should contact the 
Manager, Investor and Shareholder Relations, at the Bank’s 
corporate headquarters. _ 


DUPLICATE ANNUAL REPORTS 


Some registered oe ae core of Royal Bank of Canada ao 
receive more than one copy of shareholder information mailings 
such as this Annual Report. While every effort is made to avoid 
duplication, if securities of the same class or series are registered in 
different names and/or addresses, multiple copies are forwarded. 
Shareholders receiving more than one copy are requested to write to 
our Shareholder Relations Department, at corporate headquarters, 
so that arrangements may be made to avoid duplicate mailings. 


Information concerning the Royal Bank and its activities in Canada 
and abroad may be obtained from the Public Affairs Department, 
at the Bank’s corporate headquarters. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


This part of the annual report provides a detailed discussion 
and analysis of Royal Bank of Canada’s financial condition 
and results of operations for fiscal 1990 and 1989. Also 
presented is a discussion of how the Bank manages credit, 
liquidity and interest rate risks relating to both balance sheet 
and off-balance sheet activities. In addition, an analysis of the 
Bank’s capital position under the risk-weighted capital guidelines 
of the Bank for International Settlements (BIS) is provided. 

For analytical purposes, Royal Bank reports its results by 
domestic and international operations. Domestic operations 
include all business transacted in Canada, excluding the 
Canadian-based activities of the Bank’s international money 
market units. Business transacted outside Canada, including 
the international money market function, constitutes inter- 
national operations. In this breakdown of domestic and 
international results, the Bank makes appropriate allocations 
for non-interest expenses, capital and liquidity. 

To assist readers, a glossary of financial terms is provided 


on pages 22-23. 


CANADA’S ECONOMIC PERFORMANCE 

This section provides a perspective on Canada’s economic 
performance during the Bank’s 1990 fiscal year and outlines 
the Bank’s expectations for the economy during the course 
of the next year. 

Business conditions in Canada deteriorated significantly 
in 1990, as the Canadian economy entered into a recession 
in the spring. The Bank estimates that real gross domestic 
product (GDP) declined slightly between the fourth fiscal 
quarters of 1989 and 1990. Weakness was widespread among 
the major categories of domestic demand. Residential con- 
struction and retail sales, particularly of big-ticket durable 
items, were especially affected. 

The Bank projects that the economy will start growing 
by mid-1991 but at a modest rate. Between the fourth fiscal 
quarters of 1990 and 1991, real GDP is expected to rise only 
0.5%, well below the economy’s longer-term potential growth 
rate of 3%. As such, business conditions in 1991 generally are 
expected to remain very sluggish. Consequently, loan demand 
will likely be soft in 1991. 

Although the cyclically sensitive areas of residential 
construction and consumer durables have contributed to a 
slowdown in economic growth since 1988, the further dete- 
rioration in business conditions in 1990 was precipitated by 
increases in interest rates to very high levels. The rate on 


90-day treasury bills in Canada jumped from 12.2% at the 


beginning of the Bank’s 1990 fiscal year to 13.8% by May. 
The rate subsequently eased to 12.4% by the end of October, 
but nevertheless remains very high by historical standards, 
particularly in real (inflation-adjusted) terms. These high 
interest rates are, in part, a product of rapid increases in 
labour costs, the continued large public sector demand for 
credit, and the Bank of Canada’s determination to combat 
inflation. 

As the economy weakens, Royal Bank expects short-term 
interest rates to ease by approximately 1.5 percentage points 
by the end of fiscal 1991. Longer-term interest rates are likely 
to remain near current levels due to the extensive borrowing 
requirements of governments and investor caution in the face 
of uncertainties as to the inflationary consequences of the 
crisis in the Middle East. Higher oil prices and the impact of 
the proposed Goods and Services Tax are expected to raise 
Canada’s inflation rate from just under 5% in 1990 to almost 
6% in 1991. 

As indicated previously, residential construction and auto 
sales have been particularly weak. Housing starts have 
declined from an annualized 220,000 units at the beginning of 
fiscal 1990 to 143,000 units by October, and are likely to 
remain very weak during the next several months. Auto sales 
have declined for several years from their peak of 1.14 million 
units in 1985 and will likely continue to remain below the one 
million unit mark in 1991. 

The Bank expects businesses will cut back on moderniza- 
tion and expansion plans in 1991 in response to weakening 
sales, declining profits, continuing high borrowing costs and 
generally poor confidence levels. Following strong growth 
during the 1985-1989 period, real (inflation-adjusted) outlays 
on plant and equipment declined by almost 1% between the 
fourth fiscal quarters of 1989 and 1990. Such outlays are 
expected to decline further in 1991. 

As domestic demand falters, imports are likely to drop, 
thereby helping to reduce Canada’s record current account 
deficit of $17.5 billion recorded during the Bank’s 1990 fiscal 
year. Although the current account deficit is projected to 
narrow in 1991, there will likely remain a relatively strong 
dependence on foreign savings and capital. Consequently, 
financial markets in Canada will remain sensitive to foreign 
investor confidence in the country’s economic management. 

The Bank expects the Canadian dollar to decline 
moderately in 1991, from its level of US 85.7 cents at the 
end of October 1990. 


TABLE 1 


ee a 


ee ee ne ee le E : 
COMPARISON OF NET INCOME EXCLUDING LDC LENDING 


For the year ended October 31 Total bank, excluding 
($ millions) Total bank LDC lending (1) LDC lending 
1990 1989 1990 1989 1990 1989 
ENCCINLELESCANGOME . . 65s os eee s $3,594 $3,625 $(11) $ 140 $3,605 $3,485 
Provision for loan losses ......... 420 1,380 — 1,100 420 280 
3,174 2,245 (11) (960) 3,185 3,205 
ROCCE AN COMIC mesic ays. neo Sess co's 1,655 1,538 — — 1,655 1,538 
4,829 3,783 (11) (960) 4,840 4,743 
Non-interest expenses ........... 3,300 Jee) 3)9) — _ 3,300 DSBS) 
1,529 848 (11) (960) 1,540 1,808 
Income taxes and 
POTIEVINITETESE 05, 6 fess oc-es's ss 564 319 (5) (397) 569 716 
Net income (loss) $ 965 $ 529 $ (6) $ (563) $ 971 $1,092: 
Earnings per share 
SORTS 50 bec ne oe ee eee $3.00 $1.64 $3.01 $3.64 
| BUD ere MVR ay 0 Seesce a ee ee $2.96 $1.63 $2.98 ne ROWE 
PO ERASC TASSELS ces ewe nk ede $121,700 $112,700 $1, 200 $2,300 $120,500 $110,400 
ReCUIESHOMMIASSCES ioe hoa oa Fleas os 79% 47% .81% 99% 
Average common 
SHAKEHOIGETS “EQUITY sinacs c eins ols $4,965 $4,618 $4,965 $4,618 
Return on common 
Shtarenolders equity ..:-...<.... 17.5% 10.1% 17.6% 22.2% 


(1) For LDC lending, net interest income represents the sum of interest received on non-accrual loans and interest accrued on 
performing loans, net of the interest cost of funding all such loans. This funding cost is based on the gross amount of LDC 


loans less the amount of the country risk provision. 


EARNINGS OVERVIEW 

For the year ended October 31, 1990, Royal Bank of Canada 
recorded net income of $965 million, an increase of $436 
million or 82% from 1989. The Bank’s 1989 results were 
adversely impacted by a $1.1 billion addition to the country 
risk provision to cover possible losses on loans to less devel- 
oped countries (LDCs). In 1990, no addition to this provision 
was required. 

Fully diluted earnings per share were $2.96 in 1990, up 
from $1.63 last year. These amounts reflect a two-for-one 
common share split in early 1990. 

Return on average assets was .79% versus .47% in 1989 
and the Bank’s long-term goal of .90%. Return on common 
shareholders’ equity was 17.5% compared to last year’s 10.1% 
and the Bank’s long-term goal of 18%. 

As shown in Table 1, net income excluding LDC lending 
was $971 million, down 11% from $1,092 million last year. 
Higher fee-based income in 1990 was more than offset by 
higher loan losses, narrower interest margins and greater 
expenses in domestic operations. Fully diluted earnings 
per share, also excluding LDC lending, declined 17% 
to $2.98. 


At year end, the Bank’s country risk provision represented 
72% of the face value of its LDC debt exposure, compared to 
70% a year ago. The sale of $417 million of LDC loans and 


an increase in common shareholders’ equity, largely resulting 


' from earnings retention, lowered the Bank’s net LDC exposure 


as a percent of common equity to 21% from 27% a year ago. 

The Bank’s investment banking subsidiary, RBC Domin- 
ion Securities, earned $22 million after tax, down from $32 
million in 1989. While the firm recorded excellent results in 
fixed income areas, consisting of bond, money market and 
government activities, it experienced lower underwriting 
volumes, reduced equity trading revenues and weaker 
international results. 

At October 31, 1990, Royal Bank’s book value per 
common share stood at $18.10, up 12% from a year ago, 
while the market price was $20.75, down 14%. This 14% 
decline compared to a 26% reduction in the Toronto Stock 
Exchange Bank Index during the same period. Despite the 
decline in share price, the Bank’s common shares traded at a 
15% premium to book value at year end. 

In 1990, the Bank paid out $1.16 in dividends per common 
share, up $0.06 per share or 5% from 1989. 


As at October 31 


($ millions) 1990 1989 1988 1987 1986 
Residential mortgages sn. ie cya res eens $25,733 $22,050 $19,502 $16,184 $12,510 
Consumer instalment, credit card and 

other personal loans; jeter csc cpeuerensnre eerste 16,826 1S.612 14,187 11,744 10,120 
TotaliconsumierlOans...eees s. asckie een eee 42,559 38,142 33,689 275928 22,630 
Business and government loans...............+- SOMSS 45,097 44,092 41,365 43,304 
Total loans $92,694 $83,239 $77,781 $69,293 $65,934 
Consumer loans as a percent of total loans 46% 46% 43% 40% 34% 
TABLE 3 
DEPOSITS 
As at October 31 
($ millions) 1990 1989 1988 1987 1986 
Consumerdeposits=- sn en oe oe eee $60,577 $53,851 $46,701 $42,530 $41,031 
Business, government and bank deposits ......... 38,591 555559) 40,537 43,281 43,222 
Total deposits $99,168 $89,186 $87,238 $85,811 $84,253 
Consumer deposits as a percent of total deposits 61% 60% 54% 50% 49% 


BALANCE SHEET REVIEW 

At October 31, 1990, Royal Bank’s total assets were $125.9 
billion, up $11.3 billion or 10% from a year ago. Loans rose 
$9.5 billion or 11%, while bankers’ acceptances declined by 
$300 million. Liquid assets, comprising mostly deposits with 
other banks and securities, increased $2.0 billion. The Bank’s 
liquid assets represented 14% of total assets at year-end 1990, 
unchanged from a year ago. 

On an average basis, assets increased 8% during 1990, 
rising $9.0 billion to $121.7 billion. 

In light of the current economic weakness in Canada and 
growing evidence of a slowdown in consumer and business 
borrowing, the Bank expects asset growth in 1991 to be 
somewhat lower than that recorded this year. 

A five-year breakdown of loans is provided in Table 2. 

In 1990, loans to businesses and governments increased 

$5.0 billion or 11% from 1989, despite the overall slowdown 
in business spending. Total consumer loans increased $4.4 
billion or 12%, with residential mortgages up $3.2 billion 

or 14% and consumer instalment, credit card and other 
personal loans up $1.2 billion or 8%. Total consumer loans 
have grown 17% on a compound annual basis since 1986. 
They now represent 46% of the Bank’s total loans, unchanged 
from last year but up from 34% in 1986. 

This represents a positive shift in loan mix as, historically, 
the consumer portfolio’s geographic diversification and rela- 
tively small exposure per account have resulted in a lower loss 


ratio than that for other loans. 


As highlighted in Table 3, a similar trend is apparent on 
the deposit side. Consumer deposits, now totalling $60.6 
billion, have grown to represent 61% of total deposits, up 
from 49% four years ago. This shift, achieved through a 10% 
compound annual growth in consumer deposits since 1986, is 
highly favourable as these deposits are a less costly, more 
stable and more manageable source of funding than wholesale 
deposits. 

In 1990, consumer deposits rose $6.7 billion or 12%, 
largely in retirement savings and money market savings 
accounts, to which consumers were drawn by their high yields 
in the prevailing interest rate environment. 

The Bank’s total capital stood at $8.8 billion at year-end 
1990, up $852 million from last year. Contributing to the 
increase was $535 million of internally generated capital, 
$141 million of common equity issued through the Shareholder 
Dividend and Share Purchase Plan and $200 million of 
debentures issued in the fourth quarter. Subsequent to year 


end, the Bank issued an additional $200 million of debentures. 


ACQUISITIONS AND DIVESTITURES 

In 1990, Royal Bank took further steps to widen its revenue base. 
The Bank’s investment banking subsidiary, RBC Dominion 

Securities, acquired 70% of the real estate corporate finance 

division of Toronto-based Marcil Trust Company (renamed 

DS Marcil), one of Canada’s largest private placement firms for 

real estate debt and equity. This acquisition complements RBC 


Dominion Securities’ existing real estate finance capabilities. 
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TABLE 4 

er Fe ee ee Sed es Va et RRS se 
HIGHLIGHTS OF DOMESTIC EARNINGS 

For the year ended October 31 


(As a percent of average assets, taxable equivalent basis) 1990 1989 1988 1987 1986 
BNEMAMOLCL OSE LI COMIC 2 18 c4)s1c.3 sale ath Gene die vole etle 3.27% 3.50% 3.58% 3.74% 3.50% 
PE@wastOIm FOR OA |OSSES ares syscbs ais oes isis oe Oe sss (.45) (633,2:) (.42) (.98) (.84) 
. 2.82 5.18 3.16 2376 2.66 
ROE eT NNCOMICM ME ea he Fs f-3 toon at ew oe 1.40 1.38 1323 1205 96 
| 4.22 4.56 4.39 3.81 3.62 
BNP MEIC CESINC KIENIGCS Le ieee. ole eas G-dkrs La velels. sieca (2.94) (2.81) (2.68) (2565)) (2263) 
1.28 No 1.71 1.16 99 

Income taxes and minority interest.............. (.55) (eee) (e792) (577) (.50) 
Return on assets 73% 98% 92% 59% 49% 
ENGI MIC OME (GS P1211 1OTIS). Sai cs ne nc ces ye cne eens $701 $865 $701 $401 $313 
PAVELAZE ASSELS (PO: IHILNTOTIS) oe be vn ale ce ees $96,200 $88,000 $76,500 $68,600 $64,000 


Also during 1990, the Bank signed an agreement to 
purchase The International Trust Company, a Toronto-based 
company with approximately $3 billion in assets under admin- 
istration. International Trust specializes in providing fiduciary 
services, particularly pension fund administration, to corpora- 
tions and other institutions. This acquisition should be com- 
pleted once financial services reform legislation is enacted. 
The first portion of this legislation, dealing with federally 
regulated trust and loan companies, has recently been tabled. 
Similar legislation for banks and federally regulated insurance 
companies is expected to be tabled in the near future. The 
timetable for consideration and enactment of this legislation 
is unclear at the present time. Under this proposed legislation, 
financial institutions will have access to each others’ businesses 
through a combination of cross ownership and new business 
powers. Accordingly, Canadian banks will gain new powers in 
such areas as trust services, insurance, data processing and 
real estate. 

In 1990, the Bank also sold or wound up operations 
which did not fit into its strategic plans or which failed to meet 
its profit objectives. 

In Australia, the Bank sold its 50% interest in National 
Mutual Royal Bank Limited, which focused primarily on retail 
banking. This disposition, which resulted in an after-tax gain 
of $31 million, stemmed from the Bank’s increasing focus 
outside Canada on corporate banking activities. The Bank 
will conduct its existing business with corporate customers 
and financial institutions in Australia through its representa- 
tive office in Sydney. 

Also, Libra Bank PLC, a U.K.-based consortium bank 
engaged in lending to Latin American countries, and in which 
Royal Bank had a 10.6% interest, was wound up during 1990. 
This resulted in the absorption of $253 million face value of 


Libra Bank’s LDC loans into Royal Bank’s portfolio. 


In London, RBC Dominion Securities International 
closed its equities unit, Kitcat & Aitken. Despite its reputation 
and ability to operate at low cost, this unit had difficulty 
generating profits in London’s overcrowded securities market. 
The Bank’s exit from the U.K. equities market will allow it to 
focus its efforts on the Canadian equities business in Europe. 

Subsequent to year end (in December 1990), the opera- 
tion of the Diners Club franchise for Canada, currently held 
and operated by the Bank, will be acquired and assumed by 
Citicorp Diners Club Inc. This transaction will have no 


material effect on the earnings of the Bank. 


DOMESTIC OPERATIONS 

In 1990, the Bank further expanded its domestic network, 
adding 68 new branches (while closing 11) and installing 
803 additional automated banking machines. 

This expansion facilitated domestic average asset growth, 
which amounted to $8.2 billion or 9% in 1990. Residential 
mortgage loans increased $3.7 billion, other consumer loans 
rose $1.6 billion and loans to businesses and governments 
were up $3.1 billion. 

Earnings from the Bank’s domestic operations declined 
in 1990, as reflected in Table 4. Net income dropped $164 
million or 19% to $701 million, while return on assets 
declined 25 basis points to .73%. This reduction stemmed 
from several factors. 

First, although loan volumes were higher, the domestic net 
interest margin shrank a considerable 23 basis points in 1990 
due to higher non-accrual loans, competitive pricing pressures 
and clients’ preferences for floating-rate deposits during periods 
of rising short-term interest rates. Second, the recession in Canada 
resulted in higher personal and business bankruptcies and, as a 
result, higher domestic loan losses. Finally, while growth in fee- 
based income was a strong 11%, this was more than offset by a 
15% increase in non-interest expenses, reflecting the Bank’s 
continued investment in its branches, electronic network, 


strategic initiatives and staff training. 
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TABLE 5 


HIGHLIGHTS OF INTERNATIONAL EARNINGS 
For the year ended October 31 


(As a percent of average assets, taxable equivalent basis) 1990 1989 1988 1987 193655 
Net interest inCOme Syeirne gcse ere a ere eorex eee 2.11% 2.58 70 D2) /6 1.70% PLES ES 
Provision for loantlossesassteeaer eae ede ere 207 (4.43) (le 55)) (a7 5) (i229) 
2.18 (1.85) .70 ay) .96 
OtherinGomes 2275. hes sh haere OTe ee epee eaters 1.20 1.30 1.18 1.06 .65 
3.38 (G55) 1.88 2.05 1.61 
Non-interest expenses. s2)22 cence ase ae eee (1.84) (L387) (1.78) (1.60) (1.45) 
1.54 (2.42) .10 45 .16 
Incomé taxes and minority interest -..- 4-2... sasss- 2 oe (0.51) 1.06 (.06) (.10) eS 
Return on assets (1) 1.03% (1.36)% 04% BiTs 41% 
Net income (loss)\(1) (S$ sullions) 5. aco ee ee $264 $(336) $11 $111 $139 
Average assets ($ snillions)’, 2 ceccc.5). Sas es ree ee $25,500 $24,700 $27,800 $31,800 $33,700 


(1) Before special provision for losses on country lending in 1987. 


INTERNATIONAL OPERATIONS 

The Bank’s international operations generated net income of 
$264 million in 1990, compared to an after-tax loss of $336 
million in 1989, as reflected in Table 5. The improvement 
resulted from no addition to the country risk provision this 
year, versus a $1.1 billion addition last year. 


The benefit of no LDC provisioning in 1990 was some- 


what mitigated by lower interest receipts from LDC borrowers. 


These receipts totalled $156 million this year, down 
$229 million or 59% from 1989. 

Excluding LDC lending, international net income was 
$270 million versus $227 million last year, while return on 
assets on this same basis was 1.11% compared to 1.02% in 
1989. The increase in earnings largely reflects improved 
returns on the corporate banking portfolio and loan loss 
recoveries of $17 million, up from $5 million in 1989. 

Average international assets were up only $800 million 
from 1989, as an increase in business loans was largely offset 
by LDC loan sales and by a lower translated value of foreign- 
currency denominated assets stemming from a stronger 
Canadian dollar in 1990. 


NET INTEREST INCOME 

Net interest income represents a major portion (69% in 1990) 
of the Bank’s total revenue, defined as the sum of net interest 
income and other income. For purposes of analysis, net 
interest income includes a “taxable equivalent adjustment” 
which appears in Note 16 to the financial statements on page 
37. This adjustment is made to reflect the tax-exempt nature 
of income from certain “loan substitute” securities such as 
preferred shares, income debentures and small business bonds. 
More details on the effects of tax-exempt income are provided 


under “Income Taxes” on page 10. 


The major determinants of net interest income are the 
volume of average earning assets and the spread or margin 
recorded on those assets. The spread is the difference between 
the interest rate earned on assets such as loans and securities, 
and the interest rate paid on liabilities such as deposits and 
debentures that fund those assets. The volume of average 
earning assets and the average rates earned and incurred on 
individual asset and liability components respectively for the 
past five years are shown on pages 42 and 43. A detailed 
volume/ rate analysis of changes in net interest income for 
the past two years also appears in Table 6. 

In 1990, the Bank recorded taxable equivalent net interest 
income of $3,686 million, a reduction of $30 million or 1% 
from 1989. As shown at the bottom of page 42, net interest 
income as a percentage of average assets declined to 3.03% 
from 3.30% last year. 

As demonstrated in Table 6, domestic net interest income 
increased $68 million to $3,148 million, due to higher vol- 
umes of earning assets, mostly residential mortgages and other 
consumer loans. The positive impact of higher volumes was 
partially offset by narrower spreads. This was reflected in a 
reduction of the domestic net interest margin to 3.27% from 
3.50% last year. 

International net interest income declined $98 million or 
15% in 1990 to $538 million, while the international net 
interest margin fell to 2.11% from 2.58%. Net interest income 
from LDCs was down $151 million from a year ago, as shown 
in Table 1 on page 3. Interest from Mexico, now being accrued 
at a fixed rate of 6.25% under the Brady Plan, was $63 million 
lower in 1990. Interest earned on LDC non-accrual loans 
declined $88 million, as shown in Table 14 on page 14. Brazil 
alone accounted for a reduction of $131 million. This was 
partly offset by higher interest earned from other non-accrual 


LDCs, principally Venezuela. 
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TABLE 6 

ns 
ANALYSIS OF CHANGES IN NET INTEREST INCOME 

For the year ended October 31 


($ millions) 1990 vs 1989 1989 vs 1988 
Increase (decrease) Increase (decrease) 
due to changes in due to changes in 
Average Average Net Average Average Net 
volume(1) rate(1) change volume (1) rate(1) change 
Assets 
Meeasits with Other Danks 2). 5.5..,5 </.sc0s eleavis ee es $ (5) So. (10) S167), 9 5.2 1389 $ (28) 
Securities 
RMI SEICLILCS PU aoe fer es silo tos: sis, d-sx'n de Bess 40 6 46 (21) 24 3 
MEG TESCOMIFICIES 5 ches thsheis. a. so 4% Sate sla diele ww aac 9 48 57 80 138 218 
Net gains on disposal of securities ............. — (53) (53) — 54 54 
Loans 
Domestic 
INCSIGEMUALINOLCCAZES ce er sig oe a4 acne ae 425 112 537 405 fh 484 
Consumer instalment, credit card and 
PRE MOEECONAMOANS eee are fa rire shaves ass 235 142 77 250 268 518 
Loans to businesses and governments......... 404 28 432 296 593 889 
International 
Fee SIMeNGl AMON GAGES ewes ilo cis) os wales le as (25) 7 (18) (37) Be (5) 
Consumer instalmentloans ................. (7) (2) (9) (10) 2 (8) 
Loans to businesses and governments......... 24 (102) (78) (31) 286 PRO) 
MGEALIMETESEINCOME .5. 0.05 sce elec cee cues eee 1,100 181 1,281 765 1P6TS 2,380 
Liabilities 
Deposits 
Domestic 
| RSTC6 2 Sie Coe, enc bg 589 539 1,128 482 877 15359 
Businesses and governments................. ZS 39 114 (12) 255 243 
STAVE OK Sot earth Slot an a ne ro 3 20 23 (2) 1 (1) 
International 
Cd RG AT ics nee Se i ae ee IPA (10) 2 (2) 109 107 
Businesses and governments: -3...¢........+. 115 4 119 (43) 138 DS) 
TERING. 5 UE DRE 30 nen (86) 20 (66) (88) 186 98 
Debentures and other liabilities................. 2, (11) (9) 105 19 124 
SOLALTIMEEE SCOR PENSC: cates ete «cde ede plene a 710 601 1,311 440 1,585 2,025 
Net interest income $ 390 $(420) $ (30) $u325. $ 30 $5355 
Consisting of: 
| OTHERS Ie SY A a Oe ee een aoe $ 348 $(280) $ 68 $ 383 $ (39) $ 344 
Inte avlonalerer meet ete a ako eds ole Palate esis 42 (140) (98) (58) 69 11 
Total $ 390 $(420) $ (30) Sa3 25 $7) 30 $355 


(1) Volume/ rate variance is allocated based on the percentage relationship of changes in volume and changes in rate to the total 
net change in net interest income on a taxable equivalent basis. 


TABLE 7 


NET GAINS (LOSSES) ON DISPOSAL OF SECURITIES 
For the year ended October 31 


($ millions) 1990 1989 1988 1987 1986 
Raviiey SeCUTINIC Stra ye os hs le ss, he ys md wes oie noo x wie ee $13 $29 $ (4) $ 98 $ 90 
DMepercccuriics (1) eet ee on Pitta oe oe ala wis Hons sew sie mies 1 38 17 18 15 
Total $14 $67 $13 $116 $105 


ake, EL Ean ee ee ee a SNEED RAIET aT SED at PRE DT es ay Te 
(1) Prior to 1989, gains (losses) on disposal of debt securities represent the portion of gains and losses amortized to income. 
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TABLE 8 


OTHER INCOME 
For the year ended October 31 


($ millions) 1990 1989 1988 1987 1986 
Service charges 
Depositaccountsi ia. 4)..c. seer nie oe ee eee eee $ 439 S392 $ 356 $ 306 $268 
Payroll processing... 2-0 cnet ci raenaeecrgenuieieren team aero 31 27, 25 20 18 
Other Service f6es 555 nacre ee ee sO anor rater ats tome ces cons 90 73 oy 47 34 
560 492 438 373 320 
Capital:marketteesi cc «sectarian ee ee eee ee rae 278 310 184 74 56 
Foreignvexchange revenue. oc crac. ster eietenene tienen net ener gate 260 245 236 200 150 
Card: service fees) scev ah migra cate tctetore chalet oy ewan etor batons cere cE 197 i738 148 128 117 
Bankers’ acceptances, letter of credit, guarantee and 
comimitinent fEES 5 =. 5 Qe hy cerns doe eta ome eee 167 153 135 118 95 
‘Trost and avency,fees . 5.00 8 ene ie en eee 71 58 Syl 44 a7 
Revenue:from:financialanstrumientS 4.0.0 on eee 33 NS) o) -= — 
Gain (loss):on disposal of fixed.assets on. et ee ee (1) G7) 2. 51 — 
Other eS 8 a5 oi ee aie eee been ocean eee 90 99 7a 74 56 
Total $1,655 $1,538 $1,270 $1,062 $831 


Excluding LDC lending, international net interest income 
was $549 million, up $53 million from 1989 due to higher 
volumes of business loans. The international net interest 
margin, also excluding LDC lending, was 2.26% compared to 
2.22% a year ago. 

Net interest income in 1990 was also affected by net gains 
recorded on the disposal of securities. 

As shown in Table 7 on page 7, these gains totalled $14 
million, down $53 million from 1989. Gains on disposal of 
equity securities declined $16 million. Gains on disposal of 
debt securities fell $37 million due to the inclusion in the 1989 
amount of $42 million of gains deferred from years prior to 
1989. This related to a change in accounting, instituted in 
1989 and not applied retroactively, whereby gains or losses on 
disposal of bonds are recognized immediately in income. Prior 
to 1989 such gains and losses were deferred and amortized to 


income over five years. 


OTHER INCOME 

Other income, which includes fee-based revenue from services 
such as deposit accounts, foreign exchange, credit cards and 
bankers’ acceptances, has risen 19% annually since 1986 and 
has thus grown to assume an increasing portion of the Bank’s 
total revenue. This fee-based income is derived about equally 
from retail and institutional clients. 

In 1990, other income represented 31% of total revenue, 
up from 29% last year and 22% just four years ago. Relative 
to average assets, other income remained unchanged at last 
year’s 1.36%, but was considerably higher than the .85% level 
in 1986. Since fee-based income exerts little pressure on capital 


and also diversifies revenue streams, this trend is positive. 


A breakdown of other income for the past five years 
appears in Table 8. In 1990, other income totalled $1,655 
million, an increase of $117 million or 8% from 1989. All the 
components of other income were up, with the exception of 
capital market fees. These declined $32 million or 10% from 
last year, as a weak securities market resulted in lower 
underwriting fees and brokerage commissions within RBC 
Dominion Securities. 

Service charges increased $68 million or 14%, due to 
higher volumes of transactions, the annual revision of service 
prices, and much greater usage of the Bank’s automated 
banking machines (ABMs), which increased by 803 machines 
or 35% during 1990. Greater usage of the Bank’s payroll 
services was an additional factor in the growth in service 
charge revenues. 

Fees from card services, including Visa and Diners Club 
cardmember and merchant fees, increased $24 million or 14% 
in 1990. 

Revenue from financial instruments, such as foreign 
currency and interest rate futures, swaps and options, more 
than doubled during the year to $33 million. This represents 
2% of the Bank’s other income, compared to less than half a 
percent two years ago. 

Foreign exchange revenue increased $15 million or 6% in 
1990. Fees from bankers’ acceptances and letters of credit were 
up $14 million. Trust and agency fees increased $13 million, 


almost entirely relating to investment management services. 


TABLE 9 


ee? eee eee 
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NON-INTEREST EXPENSES 
For the year ended October 31 


($ millions) 1990 1989 1988 1987 1986 
Salaries, pensions and other staff benefits ..................... $1,889 $1,706 $1,467 Si 327 $1,254 
Premises and equipment 
Building [LOU S SRG 3 Oe MOG Gr OE en nee mr ee a ae Oe Peo 173 148 137 Po. 106 
Bremen Come 1LOU1 SUDICASES 4 50a) aeeohr cok tats.s aawhlnaen g be (71) (62) (60) (54) (45) 
. 102 86 77 65 61 
Pe EI MOUM ne eens oie se ay LOA AAs iA ode EER AW Raat 206 171 150 129 116 
Woniputercemtal.and maintenance’. ..\.... sds. o<cee sense ced 110 94 83 67 69 
Building repaits.and maintenance. «<i. os. ssi cescae cos os ete. 60 a2 49 47 42 
BCE VAL IN CS eee 2 Ce pees NAN Gil or dl a cd a aNd agin diperma dé 43 40 og oh 34 
Otfice equipment rental'and maintenance.......:........05.: 35 34 34 30 28 
Sa Nis Fee eI C8508. hts be hase Lahete ahh SHAE woe a sinin'a b's 6 38 oF 31 33 ai 
594 514 463 408 377 
Other 
“Cel QU UTA TINGS BOA a cP es Un 117 101 82 70 63 
Betis se sstatONCApiUalitaXKeS funy oo rs teha kee acts Hoi t ain ee drs 108 80 68 ip hes) 90 
Rete ROINLCOULICN ot Matai On. Oe huis vives slide hove s Palnadies 87 77 62 56 51 
Resa DELICI Dom aeeile as) OO wien, wk wicis'e $a Gala bao es 85 78 65 68 62 
Advertising, public relations and business development ........ 70 60 oo 42 42 
Meee AIC PLOLEGSION AN LEG aha de ian avai <<a a oye AM einen ee ways 70 58 52 45 43 
Birane ance mm ployee LelOCAtlON ; cdi) seeds deide sce h warded 62 56 32 49 52 
Ve ProsiiMINS (NC ATCO hie eee Nave sebelh bos face lee d'n/e se ays wine DN Alors o4 45 40 36 36 28 
PERSE AUTING et yee 10, oh oe eels Cans. ays WN ele eae k bat 8 26 18 14 10 10 
PETIT ATOM OL POOUWINY ce Aa Cen cc oes bdo ees sanded eles 18 14 32 6 9 
|e ONS a 5 eet Bet ciate) Jet ane ee 10 8 fi 6 5 
SUEDE io Wil is cay ait ee de a ae 119 125 oy. 91 86 
817 TAS) 620 392 541 
Total $3,300 $2,935 $2,550 $29327 S25172 


NON-INTEREST EXPENSES 

Non-interest expenses represent all the Bank’s costs except 
interest expense, the provision for loan losses and income 
taxes. Table 9 provides a five-year history of non-interest 
expenses broken down into major components. 

In 1990, total non-interest expenses were $3,300 million, 
an increase of $365 million or 12% from 1989. As a percent- 
age of average assets, non-interest expenses increased to 
2.71% from 2.61% last year. Relative to total revenue, 
non-interest expenses were 61.8%, compared to 55.9% in 
1989 and the Bank’s long-term goal of 60%. 

Staff costs, up 11%, accounted for $183 million, or just 
over half, of the total non-interest expense growth. This 
reflects an increase in staff positions, annual merit increases, 
and the extension this year of the Bank’s performance incen- 
tive program to all employees. 

At the end of 1990, total full-time staff numbered 
42,910, up 1,133 or 3% from year-end 1989. Part-time staff 
totalled 13,979, an increase of 1,287 or 10% from last year. 
Most of the additional positions were in customer service 


areas. 


During 1990, Royal Bank employees continued to 
increase their participation in the employee savings and share 
ownership plan. The number of participants increased 16% 
this year to 28,715, representing 71% of all eligible employees. 
Through this plan, Royal Bank employees now own 3% of 
total outstanding shares. The Bank contributed $20 million 
to the plan in 1990, compared to $16 million in 1989. 

Also in 1990, the Bank kept up the pace of expansion of 
its electronic network, which includes ABMs, computers and 
telecommunications equipment. Partially as a result of this 
expansion, premises and equipment costs rose $80 million or 
16% in 1990. 

Other expenses, which include miscellaneous costs such 
as telecommunication charges, business and capital taxes, and 
deposit insurance premiums, were up $102 million or 14% 
during fiscal 1990. Business and capital taxes accounted for 
more than a quarter of the increase. Higher telecommunica- 
tions and postage and courier costs accounted for another 
quarter of the increase. 

The Bank expects expense growth in 1991 to moderate 
from this year’s level, even after accounting for continuing 
investments in the retail network and the impact of the federal 
government’s Goods and Services Tax, expected to be intro- 
duced on January 1, 1991. 
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TABLE 10 

DISTRIBUTION OF LOANS BY INDUSTRY AND BY LOCATION OF ULTIMATE RISK 

As at September 30 

($ millions) 1990 1989 1988 1987 1986 

Domestic 
Atlantic provinces :\-.2: testers feels ces On Ne nee ee $ 4,904 $ 4,642 $ 4,192 $ 3,590 $ 3,058 
Qebec icici sscckeat fo wit Place + & onsets tots Soar once epee eter 10,608 10,096 8,627 7,809 6,433 
Syrlestalom me Aten n oan eee been, Oe, anmaraenmmnieti leh ty eh crane Oro 35,716 31,2527 = 9275366 20,674 16,590 
ManitO bans sc ticce tc kivo arc) Onc cu one tote ee re ea eeee Toe 3,369 2,904 BSE 2,543 2,347 
Saskatche watts: «occ. Cotes cated eteueee Oreo Ne os ee eee eee 2,712 2997, 2,993 2,854 PEAVY. 
A Berta seen. kre eo saeces oc che es ee eee 6,701 7,234 7a316 7,568 8,148 
British Columbia: yo eee eee eae 10,287 9,300 USSSS FeMSss 7,954 


74,297 68,425 61,166 52,236 47,232 


Consisting of: 


Residential mortgages:.t. 5, tu. s 0 sto os Sree en ea 24,800 215345 18,136 14,576 11,507 
Consumer instalment, credit card and other personal loans... . 15,867 15,606 14,262 11,744 10,120 
Real estate construction, development and management ...... 6,292 5,148 3,616 3,328 2,976 
Manufacturing’: x vssewsheectl: nen ine tee ere 5,386 4,462 4,510 3,811 3,668 
Merchandising 3-10: 97,6... eatin oe ee ee 4,744 4,501 4,176 3,691 35287 
Financtalinstitutions .1.5. oss ee ee 4,228 4,034 4,041 33023 2791 
Apriculturés, h.at.uitacnuantck ene ee eee 3,045 33039 3,030 3,118 3,283 
Mining and energy ....3.0 nda. Ws ae ae ae eet eee 1,422 Zs 2,448 3,025 3,907 
Transportation and communication = .-%....2. 22 >a ser i): 1,266 1,170 4,162 1,176 D256 
Other “o.825. ve orc ae ae oe eee nee eee 7,247 7,002 5,785 4,744 4,437 
74,297 68,425 61,166 52,236 47,232 
International 
Canadian risk? 6 tee ee Oe ee ne eee 15372 1,318 1132 1,001 909 
USi Ati bs va ce oe hee eS 6,696 5,835 4,619 4,300 4,729 
Europe, Middle East and Africasm 34-2 eee eee eee eee 5,309 52120 4,645 4,773 5,001 
Latin America and Caribbean. #44 eee 4,976 5,341 6,068 6,650 6,166 
‘Asia. Pacificn:.@ rantiaien. seme te ee ee eer 1,343 1,425 i795 1,700 2150 
Country risk provisionvae, cas eee ee eee (2,012) (2,602) (2,054) (1,930) (628) 
17,684 16,437 16,208 16,494 185327 
Total loans...) soc0 00s oh cee ae OO eee 91,981 84,862 77,374 68,730 65,559 
SOCULIEIES: Fai. 55 Seva, ses Sur's Whereas astra RS ne lessee ee 9,936 8,887 8,543 73335 99S 
Deposits with other:'banks ., 3.4.42 cae te eee 7,426 6,646 7,547 11,092 14,302 
Total earning assets $109,343 $100,395 $93,464 $87,157 $89,792 
INCOME TAXES or dividend on them than on loans of equal value, while the 
As shown in Note 12 to the financial statements on page 36, issuer benefits from lower borrowing costs. The interest 
the Bank’s total income tax provision in 1990 amounted to foregone by the Bank reduces its net interest income 
$532 million, compared to $347 million in 1989. The higher in the Statement of Income. 
taxes this year reflect a higher level of earnings. This foregone interest is the taxable equivalent adjust- 
The income tax amount for 1990, as it appears in the ment referred to in the net interest income section of this 
consolidated Statement of Income, implies an effective tax report on page 6. If income taxes in the Statement of Income 
rate of 36.3%. However, the Bank, like other corporations were adjusted to reflect this amount, they would increase 
in Canada, was actually subject to a combined federal and by $92 million in both 1990 and 1989, to $647 million and 
provincial statutory income tax rate of 41.8%. The difference $397 million respectively. 
between the statutory and effective tax rates reflects two The lower effective tax rate also reflects the fact that 
major factors: the tax-exempt nature of income earned from certain subsidiaries are based in jurisdictions where tax rates 
“loan substitute” securities, and lower tax rates applicable to are lower than the Bank’s 41.8% tax rate in Canada. A 
certain subsidiaries. reconciliation of the statutory and effective income tax rates 
As shown in Note 2 to the financial statements on page for 1990 and 1989 is provided in Note 12 to the financial 
30, in 1990 the Bank held a $1.2 billion portfolio of loan statements. 
substitute securities such as income debentures, small business In addition to income taxes in 1990, the Bank paid 
bonds and term preferred shares. Income from these securities business and capital taxes amounting to $108 million and 


is exempt from tax and the Bank earns a lower rate of interest various property taxes totalling $43 million. 
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TABLE 11 
a ee ee eee ee ee 
DISTRIBUTION OF EARNING ASSETS BY LOCATION OF ULTIMATE RISK (1) 


As at September 30 
($ millions) 1990 1989 1988 1987 1986 
COE SD ENTE ares Sodas cee a Ne aE ae Da $ 853158 $ 79,037 $69,521 $59.91 2 $5597 1 
LOT a US VSS sccuccecg SENN Sta a ea 8,076 TASS 6,741 7,446 8,309 
Europe, Middle East and Africa 
(POSE RVG VSS 1S Ae nO ee oe ae 4,847 3,888 3,807 4,318 4,936 
France PRE ON Wn! eta teh Sa ba aed 6 cos aa Radia hens mis 1,046 806 927 994 1,331 
SOUPS ETS © seas Oe ee 776 297 405 649 931 
Germany REPENS or ers, oe fohuiks/s nevousys HR atone ek 630 530 656 841 171 
eM Tree alc re esc Ld bse aah oe oa ae wre te, 67 713 694 816 
Other LLSFRB)EYS: 5 2 5 Sob aati nen ee 1,758 1,614 1,878 peer: Os 2,697 
RVI CEH ASEEAINOUATEICA TS Pee since ees A ve kG kk Gh eb Gn oO hd RS 209 239 825) a7 508 
9,383 7,444 Sevalel 10,095 1390 
Latin America and Caribbean 
Brazil . Penne e cere et eee teen eee eee ROT ONES 1,328 1227, 1,298 1,434 1G2L2o 
PUT CLEORINI COMET eVer e oo vs ee ee oak ee aloes bbb alcls S78 787 872 852 SS) 
Bahamas PE Te eG Sema cole ert k Ble auc bravery ame 799 734 681 685 664 
eA PN a eae deed ia gs oy ahik 8 guile sive Ooans thors ow lov’ 519 460 482 453 479 
INAGK1 COMMIS RNa hee ites Si Arh oie ele cis won sh eele Ow A EDT Bie 470 851 1153351 1,504 ESO, 
WRT CPAELBY 5 5 meat PRES ESR On ee 237 518 555 647 720 
CUCLNSTE 3 os ca Sd co aR eye ee re 1,056 els 1,425 1,496 L753 
5,387 S77 6,664 7,071 UMA 
Asia Pacific 
BPEIETE. 55 old sa oS Reg ls GR tenet ah 1,949 DMI 2,118 2,676 3,744 
= SORE IYRYE 8 S'e B Gig Slo acu RSiS ee ONAN 356 385 549 385 507 
SQW RONRSER, A A Go ois © Glee ee re 77 41 165 123 449 
EG NSD Sgn hh STR iy ie ot OE Ag 969 972 1,049 1,379 f>733 
3,351 3,609 3,881 4,563 6,433 
SOUnITY ISK DEOVISION | fi. eens be ewe ide se ve wee ee (2,012) (2,602) (2,054) (1,930) (628) 
Total $109,343 $100,395 $93,464 $87,157 $89,792 


(1) Earning assets are defined as all assets (including assets funded in local currencies) except Cash and deposits with Bank of 
Canada, Customers’ liability under acceptances, Land, buildings and equipment and Other assets. Individual countries are 
indicated where assets exceed ¥/2 of 1% of total earning assets. 


PORTFOLIO RISK MANAGEMENT Table 11, no country, apart from Canada and the United 
The quality of a bank’s loan portfolio determines, to a great 


extent, a bank’s level of profitability. Loan portfolio quality is 


States, accounts for more than 5% of the Bank’s total earning 
assets. 

a function of a conservative lending policy, diversification It is also the Bank’s policy to limit loan authorizations 
(by industry, geography and loan size), limited exposure to to any independent corporate borrower to 15% and, in very 


high-risk financings, and early detection and aggressive rare cases, to not more than 25% of shareholders’ equity. 


management of problem situations. A company is considered an independent borrower, despite 


As described below, Royal Bank places great importance 


on these major requirements for sound loan quality. 


being part of a group, if it is managed independently and its 
cash flows are not dependent upon group members. At 


First, the Bank has a conservative lending policy and October 31, 1990, there were only three independent corpo- 


established country and other prudential limits, which take 
economic, political, social and strategic considerations into 
account. These limits are closely monitored and regularly 
reviewed in order to remain current with the most recent 
developments in Canada and abroad. The Bank also regularly 
monitors industry risk and its exposure to major sectors. 

As shown in Table 10, the Bank’s loans are well diversi- 
fied by industry and geography. In Canada, no industry 
accounts for more than 9% of domestic loans and no province 
besides Ontario accounts for more than 15% of loans. The 
exposure in Ontario reflects the greater concentration of 


population and businesses in that province. Also, as shown in 


rate borrowers with authorizations exceeding this 15% guide- 
line, and none had outstanding loans in excess of this limit. 

Second, the Bank has consciously limited its lending to 
high-risk areas such as leveraged buyouts (LBOs) and U.S. 
commercial real estate. At year-end 1990, LBO loans stood at 
$1.1 billion or 1% of the total loan portfolio and 20% of 
common shareholders’ equity. 

Loans outstanding to the U.S. commercial real estate 
sector were $1.1 billion or 20% of common equity at year end. 
More than half the U.S. exposure is to large Canadian 


developers. 
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TABLE 12 
LDC EXPOSURE 
As at October 31 
($ millions) 1990 1989 1988 1987 1986 - 
Exposure (1) 
Brazil oecc pe 0b ais doa hE Oe ws PORES Pee Une eerie neem iene $1,399 $1,245 $1,293 $1,402 $1,562 
MERIGO Wiis, iersas ES Gah Qe errr ree erm Ios 985 996 1,426 15505 15557 
ASQONtin a aire «cohen e Ns et pes eaters eee gener acca 474 405 446 427 452 
VeTeZ Ela: 552 o.4 p5isca Re ae a ra eee eee ae te ieee sealer 255 39 585 668 720 
| zolE vote Men ers Oa eee Te eRe Ry) Ae MOTE OS at Veco tid Gace 186 158 185 202 124 
Dominican Republic. (a5 sori saeesnaie ame y atte see arene 174 184 204 205 ZAT. 
OURELS. ocdis ain a anal 5 6 erect Ree eee oat eee eae 495 633 892 988 1,162 
3,968 4,160 5,031 33097 5,794 
Country risk provision (2) .c2s.22% vinasas snes mmeeieeniee eae: (2,844) (25927) (2,278) (2,019) (628) 
Exposure, net of country risk provision $1,124 $1,233 $2,753 $3,378 $5,166 
Country risk provision, as a percent of exposure................ 72% 70% 45% 37% 11% 
Common shareholders’ equity.: :.,4.¢.45 ssc 50s testa oe os $5,308 $4,632 $4,133 $3,352 $3,637 
Exposure, net of country risk provision, as a percent of common 
shareholdérs: equity samen aise be ree te eee re eee 21% 27% 67% 101% 142% 


(1) Exposure in the 43 designated countries represents the face value of cross-border exposure (i.e. excluding locally funded 
business). Balances shown are net of any specific provisions. 
(2) For ratio purposes, the above-noted country risk provision has been grossed up to include previously-recorded writedowns on 


loan exchanges. 


The Bank has commercial real estate loans of $6.3 billion 
in Canada. The Bank has avoided significant difficulties in this 
sector by supporting developers with a strong balance sheet, 
proven sources of cash flow, and with whom the Bank has had 
a long-standing relationship. Also, the Bank requires a signifi- 
cant equity participation in each real estate project from the 
developer. 

The third requirement for sound loan quality is the ability 
to quickly detect problems within the portfolio. The Bank’s 
ability in that area is strengthened by its Risk Asset Monitor- 
ing System which tracks, among other criteria, loan quality, 
industry exposures and geographic concentrations. Each 
corporate exposure is rated 1 to 6 (with 1 being the highest 
quality) and is reviewed regularly, with ratings confirmed or 


amended as required. 


LDC DEVELOPMENTS 
With regard to LDCs, the Bank sold $417 million of loans, 
while absorbing $253 million of Libra Bank’s LDC loans, as 
mentioned on page 5. Largely through these transactions, the 
Bank lowered the face value of its LDC exposure to $3,968 
million, as shown in Table 12. With a country risk provision 
of $2,844 million or 72% of such exposure, total net LDC 
loans closely reflect current secondary market values. Net 
exposure has fallen to 21% of common shareholders’ equity, 
from 27% a year ago. 

Also in fiscal 1990, under the terms of the debt restruc- 
turing plan for Mexico devised by U.S. Treasury Secretary 
Nicholas Brady, the Bank exchanged its medium and long- 


term Mexican loans, with a face value of $965 million and a 
book value of $841 million, for bonds carrying a reduced 
interest rate of 6.25%. The bonds are secured by U.S. 
Treasury 30-year zero-coupon bonds, with 18 months of 
interest payments guaranteed. These bonds have been classi- 
fied as trading account securities and have accordingly been 
written down to their fair market value of $423 million. The 
resulting loss of $418 million has reduced the Bank’s country 
risk provision by that same amount. 

A similar agreement was negotiated with Venezuela 
towards the end of fiscal 1990. The Bank has tendered 
$224 million of Venezuelan loans for 6.75% bonds, also 
secured by U.S. Treasury 30-year zero coupon bonds, with 
14 months of interest guaranteed. The bonds also carry de- 
tachable warrants, which have value only after 6 years, if 
Venezuelan oil prices remain above $26, adjusted for inflation. 


The agreement is expected to take effect in early fiscal 1991. 


NON-PERFORMING LOANS 

Non-performing loans consist of non-accrual loans and rene- 
gotiated reduced-rate loans. Table 13 provides a detailed 
breakdown of the Bank’s non-accrual loans, after deducting 
the allowance for credit losses. 

At October 31, 1990, total net non-accrual loans, exclud- 
ing those to LDCs, were $1,361 million, up from $623 million 
a year ago. Such net non-accrual loans now account for 1.5% 
of total loans, compared to .7% at the end of 1989 and 3.5% 
at the end of 1986. 
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TABLE 13 
DISTRIBUTION OF NON-PERFORMING LOANS (net of allowance for credit losses) 
BY GEOGRAPHIC AREA AND BY TYPE OF BUSINESS 


As at October 31 
($ millions) 1990 1989 1988 1987 1986 
Non-accrual loans 
Domestic 
BMELANEICIDEOUILCOG eR Sere) 5 aha ste G's aded Ps Sista a le Sa a PAWS $25 $14 $6 $11 $9 
COTTER SEY oh Sr Ue eee ee a 90 32 41 140 89 
COPPTEATTGS:. aesesSr holt gOS OTR Re a 483 105 89 60 83 
NUESTRA 5 ie a at 57 34 47 43 36 
Se OL GATTS SVEUR EAI scr ape RS UR PCR ERCP ae 83 86 V7 145 100 
EV SERBY cic aim ctesadhp GR ie ieee PACH Oe nn 91 14:3 321 593 960 
AUIS NM Tar eae Als Hele hoes Pte woh Re eee DAI 48 1 154 290 
Wer am ainestiOn. ner see eo tks ie Sea aide 1,046 432 734 1,146 IL sox! 
Consisting of: 
este ChtabMOrte ages Atlee ave. suit ios oe ees soa y one ene 83 ol 24 i5 Pip 
Consumer instalment and other personal loans............. 80 40 32 42 34 
PU MIGUIENILEUGANS (het aire 's faites «oe ee ten deka awa ees 100 100 161 216 162 
PeMENCEMGOUSINESS LOANS 28 oi. 2 o's oe oxen des wn ees 97, 51 Sit 85 106 
COTE ETS OP TORS ed ee is Gece ice 686 210 463 788 1,243 
rm OMCs ICEL tie sieh die Yay. aes hse ats vase ewe woud ee < bs 1,046 432 734 1,146 1,567 
International 
LISS a/ ae bic or O86, Sacro OES 08 ORE 98 91 53 236 369 
Perope.viiddle East and Africa: fa... a ccs em ee bem eek 169 53 99 156 233 
atineAiienicaana CatipDEah. J. cc. /eds 66s dvb a eellaces one 43 41 32 80 52 
PANE ACILNGNE eee ete 8 Se oS) as Se vie cue ROI 5 6 9 24 73 
Totabinternational, excluding LDC loans ..6 2....250..54.- 315 191 293 496 VOR! 
Total, excluding LDC loans 1,361 623 1,027. 1,642 2,294 
LDC loans 
CoA ANE PORTE, Sean 2 ERR See ah ee 2,391 2,453 1,940 1,648 486 
ROOM UE PCISKADLOVIGION eter eae 2 lee oe oe ins i nd ha dd eae Hees (2.012) (2,602) (2,054) (1,930) (628) 
GAL TAGS LOB TRG ee aU ees ee eee a 379 — — — a 
Total $1,740 $623 $1,027 $1,642 $2,294 
Renegotiated reduced-rate loans 
BETTE STIEE. 5 a no iG RNS eee Ae rn $94 $126 $109 $86 $71 
| VST ENE Oy Te rs og al ee Ga a ag er 1 1 2 2 6 
Total $95 $127 $111 $88 $77 
Total loans 
Domestic 
Presi mul al ImOLECAGESi ey 4b ci) ees e ss ajc «eer mieeie ows $24,988 $21,686 $18,331 $14,854 $11,635 
Consumer instalment and other personal loans ............-. 16,598 15,386 13,846 10,552 9,064 
Loans to businesses and governments ..... 2... 00s. ses500 0% 34,813 31,026 oe Go PG TS Mi PAVI 
SEG CAPD IACSUIC Eee ee oe wo elie f cae Bowe hoe a me a 76,399 68,098 61,342 53,002 47,900 
Entermationalepee pee erate re orc e hci er irae ere eee eho as 16,295 15,141 16,439 16,291 18,034 
Total $92,694 $83,239 $77,781 $69,293 $65,934 
Non-accrual loans as a percent of total loans 
Domestic r ‘ % ¥ : 
ResidentiabmGnteages ¢ 25-5 jd fae gn apo odie ce eee oa ae wee es 3% if e at ‘e ay % 2% 
Consumer instalment and other personal loans ...........--- 5% 3% 2% salle 4% 
Loans to businesses and governments ..........+-2+eeeeeee 2.5% 1.2% 2.3% 3.9% 5.6% 
OPAL OMEStICH tenner ec aiace dake vier ee aieieperstopelin ene a 1.4% 6% 124s 2.2% B.S 
International, excluding LDC loans...............-eeeeeeres 1.9% 1.3% 1.8% 3.0% 4.0% 


Total, excluding LDC loans 1.5% 7% 1.3% 2.4% 3.5% 
ie hee — ete 
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TABLE 14 


INTEREST EARNED ON AVERAGE NON-ACCRUAL LOANS (net of allowance for credit losses) 
For the year ended October 31 


($ millions) 1990 1989 1988 1987 1986 ~ 
Domestic 
Average non-accrual loansee, aces: at cnn ee ee $732 $552 $916 $1,355 $1,347 
Interest earned (1) es Sree eee he ca OCIS nes $(4) $7 $57 $39 $14 
International 
Average non-acctualloans.c. oc accu weet os 0 eee, ree $261 $238 $386 $930 $800 
Interest earned (1) 
Loans tod DCs’ ccs o ee eee ee eee $62 $150 $150 $(17) $2 
Other loans.ve vi08 5.00 5 bean Ee eee ee ere — 12 18 8 7295 
Total eschc Fe S005 oo os BR ee eee $62 $162 $168 $(9) $77 
Total 
Average non-accrualloansa...° 95.40 eee eee eee $993 $790 $1,302 $2,285 $2,147 
Interest earned (1): vc epee ee ee ee ae $58 $169 $225 $30 $91 


(1) Interest earned on average non-accrual loans comprises interest received on non-accrual loans net of interest reversals on 


newly-classified loans. 


Most of this year’s $738 million increase occurred in 
domestic operations, where balances rose $614 million to 
$1,046 million. The largest increase, amounting to $476 
million, was in the corporate sector. Two accounts, one in the 
forestry industry and one in the technology sector, together 
accounted for $350 million of the increase. 

Domestically, non-accrual residential mortgages 
increased $52 million in 1990, while consumer instalment 
and other personal loans were up $40 million. 

Non-accrual independent business loans rose $46 million 
from a year ago, while non-accrual agriculture loans were 
unchanged. 

At year-end 1990, domestic non-accrual residential mort- 
gages and non-accrual consumer instalment and other per- 
sonal loans represented .3% and .5% respectively of related 
total loans. This compares to a ratio of 2.5% for domestic 
non-accrual loans to businesses and governments. 

International net non-accrual loans, excluding loans to 
LDCs, were up $124 million during 1990. A computer leasing 
company in Europe accounted for the major portion of this 
increase. 

At year end, the Bank’s net non-accrual LBO loans 
totalled only $22 million or 2.0% of the LBO portfolio. Net 
non-accrual commercial real estate loans amounted to 2.3% 
of total real estate outstandings. 

In accordance with a guideline issued by the Superinten- 
dent of Financial Institutions, the Bank elected to classify 
its bonds received in exchange for Mexican loans, under the 
terms of the Brady Plan, as trading account securities. As 
explained earlier, the country risk provision was simulta- 


neously reduced by the writedown of the bonds to fair market 


value. Accordingly, net non-accrual loans to LDCs increased 
$379 million at year-end 1990, strictly as a result of this 
classification. Gross non-accrual loans to LDCs of $2,391 


million were relatively unchanged during 1990. 


LOAN LOSSES 

As shown in Table 15, the Bank recorded a provision for loan 
losses of $420 million in 1990, consisting entirely of specific 
provisions. This compared to a total provision of $1,380 
million in 1989, consisting of $1,100 million of country risk 
provisions and $280 million of specific provisions. 

Domestically, loan losses increased $152 million during 
1990. Corporate loan losses rose $109 million, while losses 
on consumer instalment, credit card and other personal loans 
increased $51 million. Independent business losses were up 
$10 million, whereas losses on the agriculture portfolio 
declined for the second consecutive year, this year by $18 
million. Losses on residential mortgages were unchanged from 
a year ago, at $1 million. 

Internationally, the Bank recorded a net recovery of 
$17 million, compared to a $5 million non-LDC recovery last 
year. The Bank saw no requirement for further LDC provision- 
ing this year. Net LDC exposure reflects current secondary 
market values. 

Total specific provisions amounted to .5% of average 
loans this year, compared to .4% in 1989. While loan losses 
will likely increase further next year if the recession in Canada 
persists, the Bank believes that its greater loan diversification 
and its cautious approach to high-risk financings should 
ensure that its loss ratio remains at a level significantly below 


the 1.3% and 1.1% experienced in 1987 and 1986 respectively. 
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TABLE 15 
DISTRIBUTION OF LOAN LOSSES BY GEOGRAPHIC AREA AND BY TYPE OF BUSINESS 
For the year ended October 31 


($ millions) 1990 1989 1988 1987 1986 
Allowance for credit losses 
Parenceri bevmining Of year. .....c. su. ork aks eee caine able. $3,042 $2,637 $2,656 $1,182 $ 879 
BIST OMME CHE FOI LOSSCS mes 215 bes and coe depla ie axcids «i plea xa Gist 420 1,380 750 2,300 975 
abiCe=OrES MIELE OL TCCOVETIES, 50.050. 8% sept k cscs ds amas VE os (412) (409) (508) (723) (688) 
Losses realized on sales and exchanges of loans 
PaBCECRUECUCONINTEICS sis Sere nee ieiscic cb old Chew gad Rhs (588) (463) (150) (88) -- 
MralsiationadlUustMments (0.0250 viske be ov ca doh banedseews 1 (103) Gia) (15) 16 
Balance at end of year $2,463 $3,042 $2,637 $2,656 $1,182 
Irn enreermen retire cence Ee ee a a ae Oe 18 On ee ee eee 
Loan losses 
Domestic 
BE CI UONINCE HEM ac Se oo eo. stay ad ethic SMe woe On een $ 17 Se t3 ves i $ 6 Sua! 
COVE RC’ a o Sete cui meee aa eee a 139 38 73 49 3B) 
“TET. 5 scherebatiad Se. ORS nee 152 62 45 49 nw 
dee COL) SMe Pel Tee Ooo Iwan: 5s 404 bic lsid aks aubeauen s, 6 wincecees 13 iy 20 ES 16 
SEES SATUS TONSIL oe 41 63 50 48 pig! 
OMI S RY 3 oie o cltt  SeOOURee 57 68 43 419 B27 
RaahGts AMMAN Aenea, eee aves clad s Valve cowl een ans 18 24 78 89 76 
Toye) DOTS IRs G5 gee ie ese a 437 285 320 675 540 
Consisting of: 
Ee ICH EIA IMOLEC AES Bee erred tha alecnin svadeellns ae salle.’ 1 1 — — 3 
Consumer instalment, credit card 
MIG NeEPCTSONAINOANS te a5 )..4 facc. oars ect 4s 68 c:eie niste ed SE 117 66 62 43 51 
[SEG CAVE ORT a 7 0 og 25 43 69 59 66 
Pde PeMACTIEIDUSINESSOANS 6.065 a 65.5 < o/s ved oe oS soci a ens 76 66 60 65 Dp) 
NEEL ALC GANS RP aie his aio dys, sho 5 Riles ss sje wise 89 woe 218 109 129 508 365 
(celia TOPS ESs.3 o Gh Sa a 437 285 320 675 540 
International 
Specific provisions 
NO ee ete et cote ic ticle > sd dws #4 ng Selene etd ooo (6) 11 76 105 AES) 
PUOPeMVUdGle East and Africans uns cede aoe een een ne ames (12) 1 5 22 (3) 
eatin imericz and Garibpean oo. oie. ne be lk ee eee ee ees Z (19) (7) 90 38 
PIA ACING EI ne elie ls se ee Med ae tame avees (1) 2 (4) 8 20 
(17) (5) 70 DS 170 
POR EE aE ISK DEOVISION 2 oie y\-faconts wee ginieieie a aie om 8% Be oe _— 1,100 360 1,400 265 
LG@GA IT?S PEO TBA 2 a ety Be Se eee eS nae ner ae ae CER) 1,095 430 1,625 435 
Total $420 $1,380 $750 $2,300 $975 
Average loans 
Domestic 
PNCsIG OMEN MOLTO APES coos pyle + ci 8 ork os wghiaid nhs oe ee $23,740; $20,003 316.279 — $12,985 $10,285 
Consumer instalment, credit card 
ANGOther personal loans 24. 4..0 sale ecient oe os Solel terns 16,389 14,794 12,897 10,820 9,784 
Loans to businesses and governments........---++++++++05: 32,702 27,39) 26,946 26,201 26521 7 
UPSET A DOTS STS Fee ES ORR ena ea 72,831 64,352 Ogee 50,006 46,346 
DF erAtOM Aer ee eee ae he ape en rice Rowers st mee = 6 OS 15,144 PS, 293 15,858 17,616 195139 
Total $87,975 $79,545 $71,980 $67,622 $65,485 


Je Eee ee ee eee ee ee 
Loan losses as a percent of average loans 


Domestic 
Residential morteages: el... these ss clea vase et eler name — — = as te 
Consumer instalment, credit card . q ; , 
andother personal loans 225: 62.6... cee em eee ene esate 7% 4% =e) % AM a) % 
Loans to businesses and governments.........++-++ee0++5: 1.0% 7% 1.0% 2.4% 1.8% 
OCA OMICS TIGHT Tinie sucka crekel cloner (earl) oe) clieteka ye ferenoel’s 6% 4% 6% 1.4% 1.2% 
International, excluding country risk provision .........--+-++-- (.1)% - 4% 1.3% 9% 


Total, excluding country risk provision 5% 4% 5% 1.3% 
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TABLE 16 
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INTEREST RATE SENSITIVITY POSITION Non- 
As at October 31, 1990 Within t tors 3to6 6 to 12 Over interest 
($ millions) 1 month months months months 1 year sensitive Total 
Assets 
Cash and deposits with Bank of 

Canadas. .caten acto ere oe ee $ 1,240 $ 1,240 
Deposits with other banks and Loans... $51,688 $12,425 $6,753 $9,836 $17,904 1,611 100,217 
SEEUTILIES = = chet a Oe nes 2.270 3,496 1,056 337 1,756 533 9,449 
Customers’ liability under acceptances. . 10,369 10,369 
Land, buildings and equipment........ 1,800 1,800 
Otcherassets® os coro nae rents 2,863 2,863 

$53,959 $15,921 $7,809 $10,173 $19,660 $18,416 $125,938 

Liabilities 
Deposits\(() ae Teuton coe $55,046 $13,763 $8,259 $6,651 $9,181 $6,268 $ 99,168 
Liabilities of subsidiaries other than 

deposits ccc eres eat acne os 661 5 5 21 125 — 817 
Bank debentures.i% oe eat ees 733 350 117 — 1,099 — 2,299 
Acceptances Baie sas ssc ero 10,369 10,369 
Other habuilitiess ec. ee ew es 6,832 6,832 
Shareholdersiequity <0sc ee eee ee 6,453 6,453 

$56,440 $14,118 $8,381 $6,672 $10,405 $29,922 $125,938 

Interest rate sensitivity gap............ $(2,481) $1,803 $(572) $3,501 $9,255 $(11,506) — 
Cumulative interest rate 

Sensitivity Sap. a... cacass sees $(2,481) $(678) $(1,250) $2,251 $11,506 — — 


1) The notional principal amounts of off-balance sheet items such as future rate agreements and interest rate swaps are incorpo- 
. P . P . . . & . Pp . a P 
rated in “Deposits”. These products are used to manage interest rate risk without changing the total amount of the liability. 


INTEREST RATE SENSITIVITY AND LIQUIDITY 
MANAGEMENT 

Overall policies and limits for managing interest rate risk and 
liquidity levels are established by the Assets and Liabilities 


Committee. 


Interest Rate Sensitivity 
Interest rate sensitivity refers to the sensitivity of earnings to 
changes in interest rates. When assets and the liabilities used to 
fund them mature or reprice at different times, the yields on 
earning assets and the rates paid on interest-bearing liabilities 
do not respond concurrently to changes in interest rates. These 
“mismatches” in repricing dates or “interest rate gaps” result in 
interest rate risk. A “positive” or “asset sensitive” gap exists 
when more assets reprice earlier than liabilities. Conversely, a 
“negative” or “liability sensitive” interest rate gap exists when 
more liabilities reprice earlier than assets. 

A positive gap position is favourable during a period 
of rising interest rates and unfavourable when interest rates 
are falling. For example, if a six-month mortgage loan is 
funded with a one-year term deposit and rates are rising, 
at the mortgage repricing date the yield on the mortgage 
would increase while the cost on the deposit would remain 
unchanged. This would enhance the net interest margin until 
the term deposit repricing date was reached. If, however, rates 
were falling instead of rising, the six-month mortgage would 
reprice at a lower rate quicker than the term deposit, and the 


net interest margin would be compressed. 


Similarly, a negative gap position is favourable during a 
period of falling interest rates and unfavourable when interest 
rates are rising. For example, a one-year mortgage loan 
funded by a one-month term deposit would result in wider net 
interest margins if rates were to fall, and narrower margins if 
rates were to rise. 

Gap positions initially result from customers’ varying 
term preferences for loans and deposits. However, the Bank 
can manage its gap position by changing the mix of assets and 
liabilities and by using various interest rate risk management 
products such as future rate agreements and interest rate swaps. 

If a position is fully matched, the risk from a future 
interest rate change is eliminated. However, the overall profit 
potential is also reduced. The Bank continually weighs oppor- 
tunities for improved returns arising from mismatched posi- 
tions against the potential costs of unfavourable interest rate 
changes. The need to respect liquidity guidelines remains an 
overriding consideration throughout these deliberations. Since 
liquidity considerations have priority over interest rate expo- 
sure factors, forced gap positions occasionally result, but are 
rarely significant. 

Table 16 reflects the Bank’s interest rate sensitivity posi- 
tion at October 31, 1990, with gaps identified at various 
intervals. It should be emphasized that these figures indicate 
a position at only one point in time. The Bank can quickly 
change its position quite significantly, depending upon its 
expectation of future interest rates and the preferences 


of its clients. 
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TABLE 17 
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CAPITAL FORMATION 
For the year ended October 31 
($ millions) 


ry 


SBOWey ace) aiia!,6) i.e) eile yee: .ehe) 9) ete re eve vale) ’s (9/0110) 1e) (0) e's) 16) 6! (el eco 


Capital from operations 
Less: dividends 


Internally generated capital 


We NETS P SES 8l 0:58.86. wi is) /P) el altel ei i¢) 0)" 6) 0) ai ete! (ele) \6el 6: @: ©, ex'e-e le: \eiber ve, 6. 


a)k8) Sisie)S \eie! (6) elp fa xie! (0) 6/10) @\ie/Je\ eo) e's: 18] 610) m Bilel\e! e, a ¢!.els 


External sources of capital 
Debentures 


eee eel enek seis es. ia, e) 0) \0) 6u16, 0,066.0 «£0, /01/6) 01.0.6 6) 9! a) 10) wite!'s) a) +0) ‘e) 0! 8) 10118) .0)/6 
ols},s Ley sees») ie fete) w: e/-e. mre) ee) 61610) \6 6:00, 5, Sie! 0. 4i\s 6) 0. (6, 6 #60 » 6616 


Sviememeen\miney:e) 40 Kelleie) se) ie). a) ‘aie te! 6':6.\». (8) jw 01 8) ede) 6 61.0516! |6 1/6) 000; 0: o-ar8;,0 6 


ei Ye! @: e).6,@ 9) © 0's] 0 je 01 0 6 « 6 0, & 0 6.6 10 6 © 0 6 


Total external sources of capital 


Total increase (decrease) in capital 


The cumulative gap positions represent the sum of all gap 
figures at the repricing date shown and indicate the extent to 
which earnings could be affected by interest rate changes if 
no action were taken. At the one-year maturity, the Bank had 
a cumulative positive gap position of $2.3 billion, which 


represented less than 2% of total assets. 


Liquidity Management 

The objective of liquidity management is to have funds avail- 
able at all times to meet liability withdrawals and maturities, 
and to promptly satisfy all financial commitments worldwide. 
Effective liquidity management is necessary to maintain 
market confidence, have the flexibility to capitalize on oppor- 
tunities for business expansion, and preserve the Bank’s 
capital base. 

A stable and diversified funding base is essential to 
prudent liquidity management. The diversification and size of 
the Bank’s deposit base is reflected in Note 7 to the financial 
statements on page 32. Also, the size of the Bank’s consumer 
deposits is highlighted in Table 3 on page 4. These “core” 
deposits represent a well-diversified, stable and relatively 
low-cost source of funding. At year-end 1990, consumer 
deposits represented 61% of total deposits, up from 49% 
in 1986. 

Among the Bank’s other liquidity management capabili- 
ties are careful monitoring of loan and deposit maturity 
structures, policy limits governing the maximum net outflow 
of funds in a given time frame, and access to liquid assets, such 
as cash, deposits with other banks and securities. 

In Canada, the Bank currently maintains $1.3 billion of 
primary reserves, which include cash on hand and deposits 
with the Bank of Canada. Moreover, as required by law, the 
Bank maintains $1.2 billion of secondary reserves in the form 
of Government of Canada Treasury Bills. These reserve 
requirements would be phased out under the federal govern- 


ment’s proposed financial services reform legislation. 


1990 1989 1988 1987 1986 
$965 $529 $712 $(288) $452 

3 (1) (1) (34) (56) 
968 528 Whi (322) 396 
(433) (378) (346) (315) (281) 
535 150 365 (637) 115 
181 118 479 (547) 310 

(5) 197 (58) (13) 148 
141 348 416 She 231 
317 663 837 (208) 698 
$852 $813 $1,202 $(845) $813: 


In addition to these statutory liquidity reserves, the Bank, 
under established internal policies, maintains supplementary 
reserves in the form of very liquid assets. These amounted to 
$3.1 billion at October 31, 1990. 

Outside Canada, the Bank’s liquidity policy entails the 
diversification of funding sources, close monitoring of the 
maturity profiles of loans and deposits, limits on net cash 
outflow and supplementary reserves in very liquid foreign 
assets. As a major participant in the Eurodollar market, the 
Bank has access to deposits from other large international 
banks. In turn, the Bank makes short-term deposits with other 
large banks, whose creditworthiness it continually monitors. 
At year end, the Bank had $6.0 billion of deposits with other 
banks, representing 18% of foreign currency assets. 

The Bank’s total liquid assets represented 14% of total 


assets at year-end 1990, unchanged from a year ago. 


CAPITAL FUNDS MANAGEMENT 
The Bank’s capital consists of common and preferred share- 
holders’ equity and subordinated debentures. Capital is used 
to expand and update the Bank’s premises and equipment and 
to undertake initiatives in new businesses. A strong capital 
base not only maintains the confidence of shareholders, 
depositors and other creditors, it also allows the Bank to 
withstand losses incurred in the normal course of business. 

Capital management requires balancing the Bank’s objec- 
tives of safety and stability with shareholders’ expectations of 
a satisfactory return on investment. Using long-term debt and 
preferred shares to supplement common shareholders’ equity 
assists in meeting this goal. 

At October 31, 1990, the Bank’s total capital was 
$8.8 billion, an increase of $852 million or 11% from a year 
ago. Common shareholders’ equity totalled $5.3 billion, up 
$676 million from 1989 due to $535 million of internally 
generated capital and $141 million raised through the Bank’s 
Shareholder Dividend and Share Purchase Plan. 
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TABLE 18 
RISK-BASED CAPITAL RATIOS 
As at October 31 
($ millions) 1990 1989 1988 . 
Tier I capital 
Common shareholders’ equity «se252 trae setae = coors oe cess ee see eta $5,308 $4,632 $4,133 
Non-cumulative prefermed shares <5. mec cree screens saaeers tee (os ore eee eee 400 400 — 
Minority trnterest sp. rras a uc seperate ere woe er epee oan oles oer 98 98 2? 
Lessxe God Wilh (1) sc. viscera weytnes ccsennnceentuteapaerocote cies Menn: Sato te e IERIE ate coy I apace OE (94) (34) — 
55742 5,096 4,232 
Tier II capital 
Permanent preferred shares‘and:debentures¥..30.4-' go ee ee 989 991 17012 
Non-permanent preferred shares and debentures\(2)- 2. cs. oe ee 1,827 1,693 1532 
Less: investment in associated corporations (20% — 50% owned)...........0ee eee eens (3) (146) (161) 
2,813 23538 2303 
Total capital $8,525 $7,634 $6,615 


Total risk-adjusted assets and off-balance sheet items $115,035 $106,218 $99,801 


Tier I capital to risk-adjusted. assets ...<.2.40:. severeiensia pion) od oe eee eee 5.0% 4.8% 4.2% 
Tier Il capital to risk-adjusted assets...) 3-2 ee ee ee ee 2.4% 2.4% 2.4% 
Total capital to risk-adjusted ‘assets 0... 2.4..a0ner a ee ee ee 7.4% 7.2% 6.6% 


(1) In accordance with instructions of the Superintendent of Financial Institutions, as a transitional measure, goodwill existing 
before October 31, 1988 must be deducted from Tier I capital in the following proportions: nil until 1989, 1/3 in 1990, 2/3 in 1991 
and in full in 1992. 

(2) Preferred shares and debentures which are within five years of maturity are subject to straight-line amortization to zero during 
their remaining term and, accordingly, are included above at their amortized value. 


Total debentures increased $181 million during 1990, 
reflecting a $200 million issue of 10-year 11.75% debentures 
in the fourth quarter, offset by sundry redemptions and transla- 
tion adjustments on U.S. dollar-denominated debentures. 


Subsequent to year end, the Bank completed two separate 


private placements, each of 9 1/2-year $100 million debentures. 


As shown in Table 18, at October 31, 1990, the Bank’s 
Tier I and Total capital ratios, under the transitional BIS rules, 
were 5.0% and 7.4% respectively, up from 4.8% and 7.2% at 
year-end 1989. The $200 million of debentures issued after 
year-end 1990 would raise the Total capital ratio to 7.6%. 

A 5-year history of the Bank’s capital formation appears 
in Table 17. Internally generated capital totalled $535 million 
in 1990, about the same amount generated in the two previous 
years combined. This was achieved notwithstanding higher 
dividend payments this year, and can be attributed largely to 
no LDC loss provisioning in 1990. 

The Bank paid out $1.16 in dividends per common share 
this year, up 5% from $1.10 in 1989. 

In addition to capital funds, the Bank has significant 
values which are not included in regulatory capital adequacy 
measures. Among these is the substantial investment in fixed 
assets. The Bank’s land and buildings world-wide are carried 
on the balance sheet at a net book value of $864 million. 
Management estimates that the market value of these 


properties exceeds this book value by at least $1 billion. 


Also, the Bank’s pension fund had a funding excess of 
$234 million at January 1, 1990, as shown in Note 17 to the 
financial statements on page 37. This excess represents the 
difference between the adjusted market value of pension fund 
assets and the actuarially computed present value of accrued 


pension benefits. 


RISK-BASED CAPITAL 
Canadian banks’ regulatory capital is measured using a risk- 
based approach developed in 1988 by the Bank for Interna- 


tional Settlements (BIS) and discussed below. 


Risk-Adjusted Assets and Off-Balance Sheet Items 

The BIS framework requires standard “risk values” to be 
determined for both off-balance sheet and on-balance sheet 
items and for the aggregate values to be weighed against a 
common definition of capital. In determining risk values, all 
off-balance sheet items are initially converted to “credit equiv- 
alent amounts”. For credit instruments such as guarantees, 
letters of credit and commitments to extend credit, the credit 
equivalent amounts are determined by multiplying the prin- 
cipal or nominal values by appropriate “credit conversion 
factors”, which can range from 0% to 100% depending upon 
the nature of the instrument and the original term to maturity. 
Commitments to extend credit having an original term to 
maturity greater than one year have a credit conversion 

factor of 50%. 
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TABLE 19 
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RISK-ADJUSTED ASSETS AND OFF-BALANCE SHEET ITEMS 


As at October 31 
($ millions) 
Assets Balance Principal 
sheet risk Risk-adjusted balance 
amount weight 1990 1989 
e asnranchdeposits. with Dank of Canada} wins <ccceras a cccse wes cae oon edhes $ 1,240 0% §$ — $ “= 
Boe Mere ES WILD OC NER AN KG e/a) 5.4 sar nyo civic alec anne’ eevee adew un baddsstens (SOs) 20% 1,530 1.399 
Securities issued or guaranteed by Canada, provinces, 
mummicipalitics orother OECD countries. .:. 2... Laktawees ison ass be one 4,817 0-20% 98 13 
MM TALIS eR Sci Jeg A Ss wh ada ap ord a hw ne COR 4,632 100% 4,616 3,266 
Loans issued or guaranteed by Canada, provinces, 
municipainesorother OECD countries .. 6. 60.60 obs cca aaa sees cess 5,620 0-20% 312 2o5 
DRIES pos CES Ee a 26,971 0-50% 11,476 9,804 
SEEDS TNS: at 5c SR a a 60,103 100% 60,103 55,046 
RE GIIelSMADILICY, UNGER ACCEDLATICES ; occ ce vies Osco tscccasscctes cas 10,369 100% 10,192 10,589 
GPE SERES RC CSS RIS SU ne oa oc On ne 4,663 100% 4,186 4,256 
: $125,938 $ 92,513 $ 84,668 
Off-balance sheet items (1) Credit- Credit— _ Principal 
Contract conversion equivalent risk Risk-adjusted balance 
amount factor amount weight 1990 1989 
Credit instruments 
Guarantees and standby letters of credit 
Ate ee ANY ead oa Rs OVS CA $ 5,265 100% $ 5,265 20-100% $ 5,214 $ 4,824 
BEACON Ae a hats Sci ddl aed ste oo p 9 1,372 50% 686 20-100% 679 586 
Documentary and commercial letters of credit ..... 1,187 20% 237 100% 237 201 
Commitments to extend credit; original 
term to maturity 
Se Pe OEC EMCI VEAL eet gts ayes: tcte «Zing nig ele Xs, slaced- 4 27,619 50% 13,810 100% 13,450 13,833 
Mes enOINGE CQUALTON VCAD ie. seek cess cen e nes 38,056 0% -— 0% _ — 
Note issuance/ Revolving underwriting facilities. . . . 799 50% 399 100% 376 330 
Foreign exchange and interest rate contracts 
MOLCICN CXGNANGe CONLACLS «2 6h i gees cole es- 211,210 (2) 6,920 0-50% 1,718 1,201 
Foreign currency and interest rate futures ......... 10,033 (3) _— 0% _ — 
PGE ACE ARTE CIMEMNSY cli 6 Claccle a) 5 thbvn a pve iscalcie Mais 48,122 (2) 53 0-50% 15 13 
orrency and interest rate SwapS................. 106,041 (2) 3,519 0-50% 787 535 
Foreign currency and interest rate options......... 19,609 (3) 176 0-50% 46 27 
$469,313 $ 30,865 or 22,0228 oe? 15550 
Total risk-adjusted assets and off-balance sheet items $115,035 $106,218 


(1) Off-balance sheet items, except those relating to guarantees and 


letters of credit, are as at September 30. 


(2) Foreign exchange and interest rate contracts are converted to credit equivalent amounts by adding (i) the total replacement 
cost (obtained by “marking to market”) of all of its contracts with positive value and (ii) an amount for potential future credit 
exposure on the basis of the total contract amount split by remaining term to maturity as follows: 


Remaining term 


Foreign exchange 


Interest rate 


to maturity contracts contracts 
14 days or less nil nil 
° Greater than 14 days 
but less than 1 year 1% nil 
Greater than 1 year 5% 0.5% 


(3) Foreign currency and interest rate futures and written options are traded on exchanges and are subject to daily margining 
requirements. Therefore, such instruments are deemed to have no additional credit risk. 


For foreign exchange and interest rate contracts, the 
credit equivalent amounts are determined by adding the 
current exposure (i.e. the replacement cost obtained by mark- 
ing-to-market those contracts with positive value) and the 
estimated potential exposure (i.e. the amounts obtained by 
multiplying all contract amounts by percentages ranging from 


0% to 5% depending upon the nature of the instrument and 


the remaining term to maturity). The nature of the Bank’s 
portfolio of foreign exchange and interest rate contracts is 
such that it entails relatively minimal credit risk under BIS 
definitions. 

The credit equivalent amounts for off-balance sheet items 
along with the on-balance sheet assets are then multiplied by 


appropriate “risk weights” in order to determine risk values. 
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The risk weights are based on the relative credit risk of the 
counter-party and range from 0% for categories such as claims 
on or guaranteed by the government of Canada and other 
countries belonging to the OECD, up to 100% for categories 
such as consumer and corporate loans. The Bank’s significant 
portfolio of residential mortgages is subject to a risk weight 
of 50%. 

As detailed in Table 19, the Bank’s risk-adjusted assets and 
off-balance sheet items totalled $115.0 billion at October 31, 
1990, compared to $106.2 billion at year-end 1989. Most of the 


$8.8 billion increase was related to mortgages and other loans. 


Risk-Based Capital Requirements 

With respect to capital, the BIS framework allows for a 
four-year transition period from 1988 to 1992 and places 
strong emphasis on common shareholders’ equity as the core 
element of capital, with appropriate recognition of other 
components of capital. 

Capital is classified into two tiers. Tier I capital consists 
of common shareholders’ equity, plus non-cumulative pre- 
ferred shares and minority interest in subsidiaries, less good- 
will. Tier II capital consists of other preferred shares and 
subordinated debentures, less investments in associated 
corporations (20%-50% owned). Non-permanent preferred 
shares and debentures which are within five years of maturity 
are subject to straight-line amortization over their remaining 
term. Also, non-permanent preferred shares and subordinated 
debentures are limited to 50% of Tier I capital. Tier II capital 
cannot exceed Tier | capital. 

During the transition period, the Bank is required to 
deduct goodwill which arose prior to October 31, 1988 from 
Tier I capital on the basis of 1/3 of such goodwill in 1990, 2/3 
in 1991 and the full amount of goodwill in 1992 and thereafter. 
Pre-1989 unamortized goodwill, which largely relates to the 
acquisition in 1988 of Dominion Securities Limited, amounts 
to $192 million. One-third of this amount, or $64 million, 
was deducted from Tier I capital this year. Also deducted was 
$30 million in goodwill arising after October 31, 1988. 

Also, while the Canadian framework establishes no initial 
minimum risk-based capital requirement, it required the Bank 
to achieve a minimum risk-based ratio for Total capital of 
7.25% by the end of 1990 and will require a ratio of 8.0% by 
the end of 1992. In each case, as noted, at least half of the 
Total capital must be in the form of Tier I capital. 

As also shown in Table 18, the Bank’s ratios of Tier I and 
Total capital to aggregate risk-adjusted assets and off-balance 
sheet items, using the transitional BIS guidelines, were 5.0% 
and 7.4% respectively. These compare to 4.8% and 7.2% at 
the end of 1989 and 4.2% and 6.6% in 1988. 


It should be noted that the Superintendent of Financial 
Institutions has defined capital in a more conservative manner 
than bank regulators in other countries — in particular, the 
United States, Japan and the United Kingdom. Most notably, 
U.S. and Japanese banks are permitted to include in Tier II 
capital any general provisions for loan losses, including those 
related to troubled countries. Such inclusions were not initially 
subject to limitation, although progressively greater limita- 
tions do now apply. These are 1.50% of risk-adjusted assets 
and off-balance sheet items by 1990 and 1.25% by 1992. 
Japanese banks are also permitted to include in Tier II capital 
45% of the difference between the market value and the book 
value of their securities holdings. Also, in the U.K., unrealized 
gains resulting from recording real estate at current market 
values are included in capital. 

Notwithstanding these differences, the Bank had no 
difficulty meeting the 1990 minimum Total capital ratio target 
of 7.25%. Also, through internally generated capital and 
planned debenture financing ($200 million of which was 
issued subsequent to year end, as previously mentioned), the 
Bank expects to meet the 1992 Total capital ratio requirement 
of 8.0% by 1991, one year ahead of the deadline. 


Orr-BALANCE SHEET ACTIVITIES 

The Bank offers a variety of off-balance sheet products to its 
customers to meet their needs for liquidity and for foreign 
exchange and interest rate protection. Many of these latter 
products have been developed in recent years within increas- 
ingly sophisticated financial markets. The Bank uses certain of 
these products to manage exposures to movements in interest 
rates and foreign exchange. All off-balance sheet products are 
subject to normal credit standards, financial controls, and risk 
management and monitoring procedures. 

Note 14 to the financial statements on page 36 provides a 
detailed breakdown of the Bank’s various off-balance sheet 
items as at October 31, 1990 and 1989, expressed in terms of 
the principal or nominal value of the related commitment or 
contract. Precise definitions of the various activities appear in 
the Glossary of Financial Terms on pages 22 and 23. 

For ease of discussion, the various items are grouped 
below under two main headings — credit instruments, and 


foreign exchange and interest rate contracts. 


Credit Instruments 

Credit instruments are those whose primary purpose is to 
ensure that funds are available to a customer as required. Such 
instruments include guarantees and letters of credit as well as 


commitments to extend credit. 


a ee et ee 


With respect to risk, guarantees and standby letters of 
credit are no different than loans and other assets on the 
balance sheet. In contrast, documentary and commercial 
letters of credit, which are collateralized by the underlying 
shipments of goods to which they relate, have significantly less 
risk. At October 31, 1990, guarantees and standby letters of 
credit totalled $6.6 billion, up $400 million from a year ago. 
Documentary and commercial letters of credit amounted to 
$1.2 billion, up $200 million from year-end 1989. 

With respect to commitments to extend credit, the 
amount of risk, though not easily quantifiable, is considerably 
less than the total unused commitments. To illustrate, most 
commitments to extend credit are contingent upon customers 
maintaining specific credit standards, such as a minimum 
amount of tangible net worth and working capital, or mini- 
mum financial ratios. Therefore, the credit risk associated 
with such commitments is greatly diminished. While there is 
some credit risk associated with the remainder of commit- 
ments, the risk is viewed as modest, since it results first from 
the possibility of unused portions of loan authorizations being 
drawn by the customer and, second, from these drawings 
subsequently not being repaid as due. 

For risk management purposes, the Bank monitors credit 
commitments on the basis of original term to maturity, in 
recognition that longer-term commitments generally have a 
greater degree of risk than shorter-term commitments. At year 
end 1990, commitments to extend credit totalled $66 billion, 
a reduction of $4 billion or 6% from a year ago. Commitments 
with an original term to maturity greater than one year 
totalled $27.6 billion, down $1.2 billion from 1989. Only 
these longer-term commitments have deemed credit risk under 
BIS definitions, and are accordingly risk-weighted at 50%. 

The BIS considers the risk associated with note issuance 
facilities and revolving underwriting facilities, which amounted 
to $800 million for the Bank at year-end 1990, to be compar- 


able to that of longer-term commitments to extend credit. 


Foreign Exchange and Interest Rate Contracts 

Foreign exchange and interest rate contracts allow customers 
to transfer, modify or reduce their foreign exchange and 
interest rate risks. Such contracts include foreign exchange 
forward contracts as well as foreign currency and interest rate 
futures, options and swaps. 

The Bank enters into foreign exchange forward contracts 
both to service the needs of customers and to earn income as a 
trader in foreign exchange. In addition, the Bank uses such 
contracts to hedge the foreign exchange risk associated with its 
investments in foreign branches, subsidiaries and associated 
corporations. With the exception of hedging contracts, com- 


mitments entered into to buy a fixed amount of one currency 


are generally offset by forward contracts to sell the same 
amount of that currency. The Bank maintains strict control 
limits on net open positions, that is, the difference between 
purchase and sale contracts, by both currency and term. The 
aggregate principal amount of foreign exchange contracts at 
October 31, 1990 was $211 billion, an increase of $31 billion 
or 17% from 1989. Most of the increase related to contracts of 
very short duration having no deemed credit equivalent or risk 
value amounts under BIS definitions. 

In addition to serving customers’ needs, the Bank utilizes 
interest rate futures, both in trading activities and in the 
management of interest rate risk associated either with specific 
assets and liabilities or with net balance sheet positions. 

Future rate agreements, which are effectively tailor-made 
interest rate futures, are used by the Bank to service customers’ 
needs and to manage interest rate risk. At year-end 1990, 
future rate agreements amounted to $48 billion, a 46% 
increase from a year ago due to the greater demand for this 
product by customers and the greater use of this product by 
the Bank for its own interest rate risk management purposes. 

The Bank is also active in foreign currency and interest 
rate options as a writer in order to earn fee income, and as a 
purchaser in order to manage foreign currency exposure and 
interest rate risk. Foreign currency and interest rate options 
amounted to $20 billion at the end of 1990, an increase of 
72% from a year ago due to greater customer demand and 
internal hedging use. 

The Bank also enters into foreign currency and interest 
rate swaps as an intermediary between swapping counter- 
parties in order to earn fee income, and as a principal in order 
to manage foreign currency and interest rate exposures. These 
balances totalled $106 billion at October 31, 1990, an increase 
of $27 billion or 34% from 1989, again partly as a result of 
customer demand and partly due to greater use of swaps for 
internal interest rate risk management. 

As explained in Risk-Based Capital on page 18, there is 
negligible credit risk under BIS definitions associated with the 
outstanding amounts of futures, options and swaps. 

Generally, the Bank manages the exposures related to 
foreign exchange and interest rate contracts both as part of 
overall borrowing limits granted to customers and as part of 
its trading activities. In either case, the related exposure can be 
analyzed in terms of market risk and credit risk, which is no 
different from the way the exposures related to balance sheet 
items are examined. It is important to recognize, however, 
that the amounts potentially at risk are only a small fraction 
of the principal amounts, which are normally used to express 
the volume of foreign exchange and interest rate contracts 


outstanding. 


GLOSSARY OF FINANCIAL TERMS 
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ALLOWANCE FOR CREDIT LOSSES 

The amount deemed adequate by management to absorb 
anticipated credit-related losses in the portfolio of loans, 
acceptances, guarantees, letters of credit and deposits with 
other banks. The allowance is increased by specific provisions, 
general provisions and country risk provisions, and is reduced 
by write-offs net of recoveries and by losses realized on sales 
and exchanges of loans to troubled countries. 


BANK FOR INTERNATIONAL SETTLEMENTS (BIS) 
The international organization in Basle, Switzerland, under 
whose auspices a final agreement on risk-based capital stan- 
dards for international banks was developed. 


BANKERS’ ACCEPTANCE 

A bill of exchange or negotiable instrument drawn by the 
borrower for payment at maturity and accepted by a chartered 
bank. The acceptance constitutes a guarantee of payment by 
the bank and can be traded in the money market. The bank 
earns a “stamping fee” for providing this guarantee. 


BASIS POINT 
One one-hundredth of a percentage point. 


COMMITMENTS TO EXTEND CREDIT 

Credit facilities available to clients either in the form of loans, 
bankers’ acceptances and other on-balance sheet financing, 
or through off-balance sheet products such as guarantees and 
letters of credit. 


CURRENCY AND INTEREST RATE SWAPS 
Transactions in which two parties exchange currencies and/or 
the related interest flows (e.g. fixed for floating rate or vice 
versa) on a specified notional principal for a specified period. 


DEBENTURES 

Direct unsecured obligations of the bank which are subordi- 
nated in right of payment to the claims of depositors and 
certain other creditors. Convertible debentures can be 
exchanged for shares at the option of the holder, the issuer, 
or both. 


DOCUMENTARY AND COMMERCIAL 

LETTERS OF CREDIT 

Written undertakings by the bank on behalf of its customer 
(typically an importer), authorizing a third party (e.g. an 
exporter) to draw drafts on the bank up to a stipulated 
amount under specific terms and conditions. Such under- 
takings are established for the purpose of facilitating 
international trade. 


EARNINGS PER SHARE (EPS) 

Basic EPS is net income, less preferred share dividends, divided 
by the average number of common shares outstanding for the 
period. Fully Diluted EPS is calculated using a) net income, less 
preferred share dividends, adjusted for the effect of convertible 
instruments and b) the average number of common shares 
which would have been outstanding in the period, assuming 
conversion of all convertible securities and exercise of all 
warrants outstanding at the beginning of the period or date 

of issue, if later. 


FOREIGN CURRENCY 

AND INTEREST RATE FUTURES 

Contractual obligations to buy or sell a foreign currency 

or a financial instrument on a future date at a specified price 
established on a commodity exchange. 


FOREIGN CURRENCY 

AND INTEREST RATE OPTIONS 

Contractual agreements in which the writer grants the pur- 
chaser the right, but not the obligation, either to buy (call 
option) or sell (put option) at or by a set date, a set amount 
of foreign currency or a financial instrument at a set price. 


FOREIGN CURRENCY TRANSLATION GAIN/LOSS 

The unrealized gain or loss recorded when assets or liabilities 
denominated in foreign currencies are translated into Canadian 
dollars on the balance sheet date at prevailing rates which differ 
from those rates in force at inception or on the previous balance 
sheet date. 


FOREIGN EXCHANGE CONTRACT 

A Foreign Exchange Forward Contract is a commitment to buy 
or sell a fixed amount of foreign currency on a future specified 
date at a set rate of exchange. A Foreign Exchange Spot Contract 
is acommitment to buy or sell a fixed amount of foreign 
currency for delivery in the immediate future. 


FUTURE RATE AGREEMENT (FRA) 

A contract between two parties calling for a cash settlement 
at a future date for the difference between a contracted rate 
of interest and the current market rate, based on a notional 
principal amount. When used as a hedge, an FRA protects 
against future movements in market interest rates. 


GUARANTEES AND STANDBY LETTERS OF CREDIT 
Primarily represent irrevocable assurances that the Bank will 
make payments in the event that its customer cannot meet its 
financial obligations to third parties. Certain other guarantees 
represent non-financial undertakings such as bid and perfor- 
mance bonds. 


HEDGE 

A risk management technique to insulate financial results from 
price, interest rate, or foreign currency exchange risk (exposure) 
arising from normal banking operations. The elimination or 
reduction of such exposures is accomplished by establishing 
offsetting positions. For example, assets denominated in for- 
eign currencies can be offset with liabilities in the same cur- 
rencies or through the use of foreign exchange hedging 
instruments such as futures, options, or foreign exchange 
contracts. 


LEVERAGED BuyoutT (LBO) 

Purchase of a company financed mainly by bank loans, 
secured by the assets of the company being purchased, rather 
than by funds owned by the purchasers. 


LIQUIDITY OR LIQUID ASSETS 

Assets that are held in cash or in a form that can be converted 
to cash readily, such as deposits with other banks and trading 
account securities. 


LONDON INTER-BANK OFFERED RATE (LIBOR) 
The interest rate at which first-class banks in London are 


prepared to offer U.S. dollar deposits to other first-class 
banks. 


MARK TO MARKET 

Valuation at market rates, as of the balance sheet date, of 
securities purchased for trading purposes and off-balance 
sheet transactions such as foreign exchange and interest rate 
contracts. Gains and losses resulting from price changes are 
reflected in income immediately. 
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MISMATCHES 

A mismatch arises when the average remaining maturity of 
assets in a portfolio differs from that of liabilities. Interest rate 
exposure results, since a change in interest rates affects asset 
yields and liability costs at different times. Also referred to as 
gap positions or interest rate sensitivity gaps. 


NET INTEREST INCOME 

The difference between what a bank earns on loans and 
securities and what it pays on deposits and debentures. Called 
Net Interest Margin when expressed as a percentage of average 
total assets. 


NON-PERFORMING LOANS 

Non-performing loans consist of non-accrual and renegotiated 
reduced-rate loans. Non-accrual loans are those placed on a 
cash basis (i.e. interest income is only recognized when cash 
is received) because, in the opinion of management, there is 
reasonable doubt regarding the collectibility of principal or 
interest. Loans are automatically placed on a cash basis when 
payment of interest is ninety days past due, except in certain 
rare cases where management has determined that the col- 
lectibility of principal and interest is not in doubt. 
Renegotiated reduced-rate loans are loans where, due to the 
weakened financial condition of the borrower, the terms have 
been modified to provide for a reduction in the interest rate 
below the prevailing market rate charged on similar loans to 
new borrowers. 


NOTIONAL PRINCIPAL 

The principal amount upon which interest payments are 
calculated for certain off-balance sheet instruments such as 
interest rate swaps and future rate agreements. The principal 
amount itself is not exchanged. 


OFF-BALANCE SHEET PRODUCTS 

A variety of products offered to customers to meet their needs 
for liquidity, foreign exchange and interest rate protection. 
The Bank uses certain of these products to manage its interest 
rate and foreign exchange rate risk. These products are often 
fee-based and do not involve the booking of assets and 
liabilities on the balance sheet. 


PROVISION FOR LOAN LOSSES 

A charge to income which is added to the allowance for credit 
losses. Specific provisions are established to reduce the book 
value of specific retail and commercial loans to estimated 
realizable values. General provisions are recorded as a pruden- 
tial measure to recognize credit losses which cannot be 
determined on an individual loan basis. The country risk 
provision is established for possible losses on aggregate loans 
to a group of 43 financially troubled countries designated 

by the Superintendent of Financial Institutions. 


RETURN ON ASSETS (ROA) 

Net income expressed as a percentage of average total assets. 
Used, along with ROE, as a measure of profitability and as a 
basis for intra-industry performance comparison. 


RETURN ON Equity (ROE) 
Net income, less preferred share dividends, expressed as 
a percentage of average common shareholders’ equity. 


REVOLVING UNDERWRITING FACILITIES (RUFs) 
AND NOTE ISSUANCE FACILITIES (NIFs) 

Revolving Underwriting Facilities are arrangements whereby a 
customer issues short-term notes supported by an undertaking 
by a bank that if the customer is unable to issue the notes at a 
predetermined price, the bank will buy them at a prescribed 
price or guarantee the availability of funds by providing 
standby credit. Note Issuance Facilities are similar to RUFs 
except that the bank underwrites only on a “best efforts basis” 
with no undertaking to buy unsold notes or make funds 
available. 


RISK 

Banking involves a number of different risks. Credit risk 
refers to the possibility that borrowers and others to whom 
the Bank has made commitments to extend credit will be 
unable to repay their obligations when due. It also includes 
the risk of default by counter parties to off-balance sheet 
transactions (sometimes referred to as transaction or settle- 
ment risk). Liquidity Risk refers to potential demands on the 
Bank for cash resulting from commitments to extend credit, 
deposit maturities and many other transactions. Price risk 
refers to possible losses resulting from price changes, such 
as a decrease in the value of a portfolio of common shares. 
Interest rate risk refers to possible losses resulting from changes 
in interest rates. Rising interest rates could, for example, 
increase funding costs and reduce the net interest income 
earned on a fixed yield mortgage portfolio. Foreign exchange 
risk refers to possible losses resulting from exchange rate 
movements. A foreign currency devaluation, for example, 
could result in losses on an overseas investment. Price and 
rate risks are hedged as far as is practical using a variety of 
financial instruments. 


RISK-ADJUSTED ASSETS AND OFF-BALANCE 
SHEET ITEMS 

Used in the calculation of risk-based capital ratios. The face 
amount of lower risk assets is discounted using risk weighting 
factors in order to reflect a comparable risk per dollar among 
all types of assets. The risk inherent in off-balance sheet 
transactions is also recognized, first by adjusting notional 
values to balance sheet (or credit) equivalents, and then by 
applying appropriate risk weighting factors. 


RISsK-BASED CAPITAL RATIOS 

The percentage of risk-adjusted assets and off-balance 

sheet items supported by capital (under three definitions). 
Tier I capital consists of common shareholders’ equity, 
non-cumulative preferred shares and minority interest less 
goodwill. Tier II capital consists of other preferred shares 

and debentures at amortized values less investments in associ- 
ated corporations. Total capital is the sum of Tier I and 

Tier II capital. 


SECURITIZATION 

Traditional bank assets, such as loans and mortgages, may 
be sold to a company which raises funds by issuing negotiable 
securities. The beneficial ownership of the assets is thereby 
shared among a large number of smaller investors. 


TAXABLE EQUIVALENT ADJUSTMENT 

An addition to interest income in order to gross up the 
tax-exempt income earned on certain securities (primarily loan 
substitute securities) to an amount which, had it been taxable 
at the statutory rate, would result in the same after-tax net 
income as appears in the financial statements. The gross-up 

of such income to a taxable equivalent basis permits a.uniform 
measurement and comparison of net interest income. 


: 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING 


The financial statements of Royal Bank of Canada were 
prepared by management, which is responsible for the 
integrity and fairness of the data presented, including the 
many amounts which must of necessity be based on estimates 
and judgments. The financial statements were prepared in 
accordance with financial reporting requirements prescribed 
under the Bank Act and the related rules issued by the Superin- 
tendent of Financial Institutions. The accounting policies 
followed in the preparation of these financial statements 
conform with generally accepted accounting principles. 
Financial information appearing throughout this Annual 
Report is consistent with the financial statements. 

In discharging its responsibility for the integrity and fairness 
of the financial statements and for the accounting systems 
from which they are derived, management maintains the 
necessary system of internal controls designed to provide 
assurance that transactions are authorized, assets are safe- 
guarded and proper records maintained. These controls 
include quality standards in hiring and training of employees, 
written policies and procedure manuals, a written corporate 
code of conduct and accountability for performance within 
appropriate and well-defined areas of responsibility. 

The system of internal controls is further supported by an 
inspection staff which conducts periodic inspections of all 
aspects of the Bank’s operations. In addition, the Bank’s 
Chief Inspector has full and unrestricted access to the Audit 
Committee of the Board of Directors which oversees manage- 
ment’s responsibility for financial reporting. The Audit 
Committee is composed entirely of directors who are neither 
officers nor employees of the Bank. 


AUDITORS’ REPORT 


The Superintendent of Financial Institutions, at least once 
a year, makes such examination and enquiry into the affairs 
of the Bank as he feels necessary to satisfy himself that the 
provisions of the Bank Act, having reference to the safety of 
the depositors and shareholders of the Bank, are being duly 
observed and that the Bank is in a sound financial condition. 

Deloitte & Touche and Price Waterhouse, the independent 
auditors appointed by the shareholders of the Bank, have 
examined our financial statements and their report follows. 
The shareholders’ auditors have full and unrestricted access 
to the Audit Committee to discuss their audit and related 
findings as to the integrity of the Bank’s financial reporting 
and the adequacy of the system of internal controls. 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 


J. E. BOLDUC 
Executive Vice-President and Chief Financial Officer 


To the Shareholders of Royal Bank of Canada 


We have audited the consolidated statement of assets and 
liabilities of Royal Bank of Canada as at October 31, 1990 
and 1989 and the consolidated statements of income, changes 
in shareholders’ equity and cash flows for the years then 
ended. These financial statements are the responsibility of 
the Bank’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free from material mis- 
statement. An audit includes examining, on a test basis, evi- 
dence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting 
principles used and significant estimates made by manage- 
ment, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Bank 
as at October 31, 1990 and 1989 and the results of its operations 
and its cash flows for the years then ended in accordance with 
accounting principles prescribed under the Bank Act. 


DELOITTE & TOUCHE 
PRICE WATERHOUSE 
Chartered Accountants 


Montreal, December 3, 1990 
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AUDITED FINANCIAL STATEMENTS 


CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES 


(in thousands of dollars) October 31, October 31, 
1990 1989 
ASSETS 
Cash resources 
Saamiancdeposits with bank of Canadas .5.:/ 400 6 6 5's oh a + ved oocsc dens oad oa'cn eens cowed $ 1,240,527 $ 1,364,801 
MPa MONA EMO COI BONS 1515 Mia ceo vine coal ap aal/ae mie aid Ord sess rei au is is Pe sole oes a vhs 7,522,681 622.320 
8,763,208 toh I Ltes ILA} 
Securities (note 2) 
Sern ORG I AMO CCID VC ANAC AN oot hii oh te hia. dee: Sotto Senay euanieie ns Uta ee a ee 3,303,773 3,332,601 
Issued or guaranteed by provinces and municipal or school corporations ................00- 677,728 767,345 
LEAS ASSIS age eee ate eh a ee a Re tae ieee ee el eye Ree Cee 5,467,557 3,889,545 
9,449,058 7,989,491 
Loans (note 3) 
Day, call and short loans to investment dealers and brokers, secured...........0..-00eeeeee 560,828 336,960 
HSS G SO SETAC IS ets ES SR SU 0 naa ee ne” er a ee 1,492,658 1,264,076 
MEMEO IFCMG ATS EAT Sic ew Se RG s ae Sahih wat 4 /ssAv Se Se a ovine mal oes 26,970,982 ZS52 35952 
CEE GETES.. 6 i0S geteed ae ca Owe ea na eee OT eed 63,669,589 58, 113,767 
92,694,057 83,238,785 
Other 
Rees CUCL MIADI LEY MIMCCE ACCEDLANCES sad oc, ori, oe 1e.dia wine 0.4, coool sles cde Wittee edie ope Mee noe 10,368,801 10,700,562 
Ream UI COS ANGE CCHANSIMENIC HOLE 9) ss cots sche six a qs ou wide 2 Aa ele cee Loe mech Meas s 1,800,202 1,508,691 
WME EASES 7 OL CLO) ie Moy Ae ooo TES uso hE AGE eth ns 6 ast AK ope ah dak Bea IO See as 2,862,701 3,034,906 
15,031,704 15,244,159 
$125,938,027 $114,659,558 
LIABILITIES 
Deposits (note 7) 
EWAN Oh DEVE CTIG 6. sion deg eae ci tak NSM SRN ees RFR eee ar ees erent 1c Pardee ae gra at $ 8,324,059 $ 8,219,514 
Beer EE AICE MI OUICO MERE 4 Aa isi la oic)-cdsvntt) cantcses aushule/ Atal ei aeysve Heels gusset sys) wankers oa only share stacey 36,794,830 33,654,488 
Der ARS MoS ARR EAE AN pe tcs fey che dsc gta + Win ayn syle cobs uso deghobabens «Tec ohn ats agus acne «eR 54,049,108 AT 3125273 
99,167,997 89,186,275 
Other 
eheaucs andother items 1 transit, MEti) «canes «sie wise wslee doe ee tae ah Meine eens cle em are 345,238 281,690 
ER CE IE AMIGO eer es estado eevere rs c AMTk Himsa) Accleahas news Qo Bo Weis EA Mane a ee aah 10,368,801 10,700,562 
Piabilutres'of subsidiaries other than deposits (n0te 8)... os oe as a eee sol ee een eee eal 816,960 1113095 
POE ROE Utes Heil Oe. a5. aula Getis a e.voe bm Sieye eas oR ihn ore whan as Gime GAR Menara divas ia hates 6,389,166 5,379,683 
Minority interest in subsidiaries . 2... 6.0 oes reece oe eke s eee cee nee ote Sener ence wsees 97,518 97 800 
18,017,683 1755723930 
Subordinated debt 
Baia Gepenmtures (70701L OP oils ome sa Wares Hine leh aisle ous > ai arene Hee Be spote ore onmigS hersiaee seen 2,298,925 2,118,399 
Shareholders’ equity 
Capital stock (note 11) 
PCLT ECC te ee ne Henao are Han ae eed cret chic elicu silo’ el iaitoy sure raven e cedebst eMaien cVeves police GUot sAsysn a keits 1,145,767 LETS OFS 57, 
(CVBYTATARVOYDD ty ae: cS A GIGI, bo DIDI OC OO OO iar nc nent G hacia ens tin cid onc 2,450,322 DOI OS 
Ree Ie Can IOS a, Fide occ ahi ors nls whe sims Scere vsintinnic ecw we pln cieluareroe Min hislainte cle aie m pieean> 2,857,333 2e522 564 
6,453,422 5,781,954 


$125,938,027 $114,659,558 
On EEE 


ALLAN R. TAYLOR JOHN E. CLEGHORN 


Chairman and Chief Executive Officer 


President and Chief Operating Officer 
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CONSOLIDATED STATEMENT OF INCOME 


(in thousands of dollars) Year ended Year ended 
October 31, October 31, 
1990 1933, 
Interest income 
LO ainsi: 0 eke Bserictc, cae PTS ek mPa tet at eI ao ee ee $11,163,465 $ 9,916,478 
Lease financing... s:.ics. 29 S25 ares water ere as ar eee ech ea 6 clean el yee eae ere 124,189 1303990 
SECULICIES 55. ORES Ee osu ete ae Tn, chy rs a wea Sa Se Re ee 1,020,471 970,530 
Deposits with: banks io sicwu Ax Cs cee ors Tce neo he vee ae ees ere 665,583 6755577 
12,973,708 116935575 
Interest expense 
Deposits 22.20 6. oko oa oe oun o, ws Sree taeda eee GR oe ge an as i ee neo eet em 9,091,924 TOO 2S) 
Bank debentures@s< O..0. 5 ss vance yoo oe ere i ele i ate Pee ee ee 219,953 205,735 
Othe e635 os desis cise hime dbestes a 5 ener dey gee ee gah elie Cee el Ie eet eee eno 67,666 91,035 
9,379,543 8,068,895 
Net tniterest income 22: 85 5-dsaakie ioe sta Be et arn tsa ee ee 3,594,165 3,624,680 
Provision for loam losses. 3 juss <<. 5 its oe ee a alee Oe 420,000 1,380,000 
3,174,165 2,244,680 
Other Income. 3. s.d.¢..elnsdeee in ee A ee eee a eae eee 1,654,676 1;537798 
4,828,841 3,782,471 
Non-interest expenses 
Se E 6 (enna arena esa Rea die elt the, Medi staat c madlrguno atts 1,696,631 1,554,917 
Pension and other staff benetits :4.90). eamaruct enon ee ne ne 192,561 150,259 
Premises and equipment,including depreciationwe. an ee 593,853 S138 
Others oc Sie cog hin ds CHS Se ee a er eer 816,987 715,154 
3,300,032 2,934,871 
Net income before income taxes ..0s.55 oe ecin hats ead eo ee ee ee 1,528,809 847,600 
Income taxes (note 12) oes Se eR Ee eee $55,000 305,000 
Net income before minority interest ....cqcee 6 toca ee eer: 973,809 542,600 
Minority interest in net income of subsidiariessan re eee 8,880 13,527 
Net income $ 964,929  $ 529,073 
Earnings per share (note 13) 
SE Ls (oe ane arr ere ee PR doa tee tn SN Glo icin 4 o Gente Sere eam B $3.00 $1.64 
Fully diluted os-5csc.2oers shat. She ee 6 hake ae oe, ot et ae $2.96 $1.63 


ee 


CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY 


(in thousands of dollars) Vearended Veur ended 
October 31, October 31, 
1990 1989 
Capital stock 
ee mere aDCPININM SO Yeates) 2.2. cs eh ee. nT $3,459,593 $2,915,258 
epee Or ercELed shares 1Orcash. 20k S27 et. bo Be} ooo oaediew odes Woes — 400,000 
Issue of common shares for cash and on conversion of debentures and preferred shares 141,086 347 ,646 
Preferred shares converted into common shares ............0ccccccccccccccccce — (187,277) 
Preferred shares redeemed, retracted and purchased for cancellation.............. (3,910) (10,804) 
Translation adjustment on shares issued in foreign currency ...............0.e00- (680) (5,230) 
Balance at end of year $3,596,089 $3,459,593 
Retained earnings 
See IAGO OUI EOL VOAT. en by 8s a oa! cise Oe md a-sevrdGea estes os S8uhen Gece notte, $2,322,361 $2,171,766 
Net income Me eRe Le eee ge eh ete oO ev smnyeiete oe y So Sith!) wits, xiao URNS TOY. ooh 964,929 329,073 
EMPTOR Ee Ny Carrey 020 ki 88 a we crasegs Alb sears ghadat dv ea on b ¢ bmn we (433,058) (377,562) 
Gain (loss) on preferred shares retracted and purchased for cancellation................000: 519 (9D) 
ie xpense.of share issues, net of income taxes (note 12) ..55.4...0..00 00 sewe eee ses —_— (6,577) 
Unrealized foreign currency translation gains and losses, net of hedging activities 
mumitolatemincome taxes (97006 Ie )) << or Ss. check scvlels vo bid po te aia va be boa ew ean 2,582 5,760 
Balance at end of year $2,857,333 $2,322,361 
CONSOLIDATED STATEMENT OF CASH FLows 
(in thousands of dollars) Year ended Year ended 
October 31, October 31, 
1990 1989 
Cash derived from operating activities 
SRR TIPS a te te cy AGA Ca $ 964,929 $ 529,073 
Adjustments to determine net cash derived from operating activities: 
EOI SGMMOLNOAIIOSSEST ee seine ae ad Safe oles tc ia nd send Veh ones 420,000 1,380,000 
Provision tor deterred income taxes (701E 12) 0. vce c ieee cece Desa ee ow cee 140,255 (169,090) 
Depreciation of buildings and equipment (mote 5)... 2... ccc c ence eee eens 206,046 171,461 
Net changes in accrued interest receivable and payable..................0005: 293,812 401,934 
ENC ERECIEIS UICC Ee ints oie oy hen eis Ss SOs PEGS old ee Rater ees Bele 16,895 72,591 
2,041,937 ZO, 700 
Cash derived from financing activities 
PME PARCEE ASC NTN CEDOSIES eo 5 bce ce wins wi <jar<ie sho) sisnelole boaal nines a6.s 5/5 S06 t 70 =. Hld aa uenlagern 9,981,722 1,947,995 
We eee tity Ae DETIUTINGS iar wih ad Aiki AE cleo bee GOSS ees OAH ean Se OS nem 200,000 250,000 
ISSUE OF PEELETTED SHALES p24 ss: 02) cfei a 9's 9 n'a «a whl 2,0-n.di pce inte a6 3 a> Bie eae vine — 400,000 
WSSte Oli COMMMNON SHALES 72026. 11) fige chats « w\njaisisiofe.w x cae ne wise oe seein « 140,686 122,864 
Di idetids (Ole 11 a see ase es Soe oe ke ew gail on a's va ace emreaiene Makes (433,058) (377,562) 
MO PICTICE IIS STEEL my Pn Ue orn re Stats BNR eo ON ie gale Wiel ein os af eraea te wrauerale Bierare 491,507 (268,563) 
10,380,857 2,074,734 
Cash used in investing activities 
Net increase (decrease) in SeCUTITIES ©... cece ee eee eee eee ete eees 1,473,880 (815,918) 
INL ARCECASE 111 LOANS. «. cicnhessjs vious! 2 ais gun abs veneer eee e ene ene tees scene nee OR Sear 2 6,837,446 
Net acquisitions of land, buildings and equipment......--..--++++ee+ sees eran 497,557 345,594 
11,846,709 63367 ,122 
Net increase (decrease) in cash resources .......--- eee eee eee eee eee eee ees 576,085 (1 ae oe 
Cash resources at beginning of year .... 2.0.66. e eee eee eee e eee e nee 8,187,123 10,093, 


Cash resources at end of year 


$ 8,763,208 


$ 8,187,123 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (all tabular amounts are in thousands of dollars) 


1. SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements of Royal Bank of 
Canada are prepared in accordance with financial reporting 
requirements prescribed under the Bank Act and the related 
rules issued by the Superintendent of Financial Institutions. 


Certain comparative amounts have been reclassified to con- 
form with the current year’s presentation. 

The accounting policies summarized below are followed in 
the preparation of these financial statements and conform 
with generally accepted accounting principles. 


Basis of Consolidation 

The consolidated financial statements include the assets and 
liabilities and results of operations of all subsidiaries after 
elimination of intercompany transactions and balances. The 
Bank accounts for the acquisition of subsidiaries using the 
purchase method; any difference between the cost of the 
investment and the fair value of the net assets acquired is 
amortized over appropriate periods of up to 15 years. 


Investments in associated corporations (corporations owned 
between 20% and 50%) are accounted for under the equity 
method. The Bank’s share of earnings of these associated 
corporations and gains and losses realized on dispositions of 
investments in associated corporations are included in income 
from securities. 


Securities 
Securities comprise investment account and trading account 
securities as well as loan substitute securities. 

Investment account securities are purchased with the original 
intention to hold the securities to maturity or until market 
conditions render alternative investments more attractive. 
Equity securities are stated at cost and debt securities at 
amortized cost. Premiums and discounts on debt securities are 
amortized to income using the yield method over the period to 
maturity of the related securities. Gains and losses realized on 
disposal of securities and write-downs to reflect permanent 
impairment in value are included in income in the period in 
which they occur. 


Trading account securities, which are purchased for resale 
over a short period of time, are stated at estimated current 
market value. Gains and losses realized on disposal and 
unrealized valuation adjustments are included in income in 
the period in which they occur. Obligations related to securi- 
ties sold short or under repurchase agreements are included 
in “Other liabilities”. 

Loan substitute securities are customer financings which 
have been structured as after-tax investments rather than 
conventional loans in order to provide the issuers with a 
borrowing rate advantage. Such securities bear interest at 
floating rates and are accorded the accounting treatment 
applicable to Loans. 


Loans 
Loans are stated net of unearned interest and of an allowance 
for credit losses. 

Non-performing loans consist of non-accrual loans and rene- 
gotiated reduced-rate loans. Non-accrual loans are those placed 
on a cash basis because there is reasonable doubt regarding the 
collectibility of principal or interest. Whenever payment of 
interest is 90 days past due, loans other than credit card 
balances are automatically placed on a non-accrual basis 
except in certain instances where management has determined 
that the collectibility of principal and interest is not reasonably 
in doubt. Upon classification of a loan to a non-accrual basis 
any previously accrued but unpaid interest thereon is reversed 
against income of the current period. In subsequent periods, 
interest received on non-accrual loans is recorded as income 
only if management has determined that the loan does not 
require a specific provision for loss; otherwise interest received 
is credited to principal. Non-accrual loans are restored to an 
accrual basis when principal and interest payments are current 
and there is no longer any reasonable doubt regarding col- 
lectibility. Where a portion of a loan is written off and the 
remaining balance is restructured, the new loan is carried 


on an accrual basis as long as there is no reasonable doubt 
regarding the collectibility of principal and interest and inter- 
est is not 90 days past due. Renegotiated reduced-rate loans 
provide for a rate of interest lower than the prevailing market 
rates on similar loans to new borrowers. 

Fees which relate to such activities as originating, restructur- 
ing or renegotiating loans are recognized as “Interest income” 
over the expected term of such loans. Where there is a 
reasonable expectation that a loan will result, commitment 
and standby fees are also recognized as “Interest income” over 
the expected term of the resulting loan. Otherwise, such fees 
are recognized as “Other income” over the commitment or 
standby period. 

Lease receivables, included in “Other loans”, represent the 
aggregate remaining lease payments less unearned income. 
Unearned income, which at the inception of the lease repre- 
sents the difference between total lease payments receivable 
and the cost of the leased asset, is amortized to income over 
the lease term so as to yield a constant rate of return on the 
declining balance of the lease receivable. 


Allowance for Credit Losses 

The allowance for credit losses is maintained in an amount 
considered adequate to absorb anticipated credit-related 
losses. Credit losses arise primarily from loans but also derive 
from deposits with other banks, loan substitute securities and 
other credit instruments such as acceptances, guarantees and 
letters of credit. The allowance is increased by provisions for 
losses which are charged to income, and reduced by write-offs 
net of recoveries and by losses realized on sales and exchanges 
of loans to troubled countries. 

Specific provisions are established on an individual facility 
basis to recognize credit losses on most types of exposure. For 
consumer instalment loans, an aggregate provision is recorded 
by reference to historical ratios of write-offs to balances 
outstanding. For credit card balances, no provisions are 


recorded; instead, balances are written off when no payment 
has been received for 180 days. 

A country risk provision is made in respect of aggregate 
exposure in a number of designated troubled countries based 
on an overall assessment of the underlying economic 
conditions in those countries. 

Write-offs are generally recorded after all reasonable restruc- 
turing or collection activities have taken place and the possibil- 
ity of further recovery is considered to be remote. 

Losses realized on sales and exchanges of loans to troubled 
countries represent the excess of the face value of the loans 
given up over the cash and/or the fair value of the loans or 
equity securities received. 


Acceptances 

The Bank’s potential liability under acceptances is reported as 
a liability in the Statement of Assets and Liabilities. The 
Bank’s recourse against the customer in the case of a call on 


these commitments is reported as an offsetting asset of the 
same amount. 


Land, Buildings and Equipment 

Land, buildings and equipment are stated at cost less accumu- 
lated depreciation. Depreciation is recorded principally on the 
straight-line method over the estimated useful lives as indi- 
cated below. Gains and losses on disposal are recorded in 
“Other income”. 


Buildings 

Computer equipment 

Furniture, fixtures and other 
equipment 

Leasehold improvements 


20.to 50 years 
3 to 10 years 


7 to 10 years 
term of lease plus first 
option period 


Income Taxes 

The Bank follows the tax allocation basis of accounting under 
which income taxes on specific transactions are recorded in 
the periods in which the transactions are recognized for 
accounting purposes regardless of when the transactions are 
recognized for tax purposes. Income taxes comprise amounts 
applicable to income included in the Statement of Income and 
to items charged or credited to Retained Earnings. 


Deferred income taxes accumulated as a result of timing 
differences are included either in “Other assets” or “Other 
liabilities” as applicable. In addition, the Statement of Income 
contains items which are non-taxable or non-deductible for 
income tax purposes and accordingly cause the income 
tax provision to be different than it would be if based on 
statutory rates. 


Translation of Foreign Currencies 
Assets and liabilities denominated in foreign currencies are 
translated into Canadian dollars at rates prevailing on the 
balance sheet date; income and expenses are translated at 
prevailing quarter-end rates. 

Unrealized foreign currency translation gains and losses (net 
of hedging activities and related income taxes) on investments 
in foreign branches, subsidiaries and associated corporations, 


other than those doing business in highly inflationary 
economies, are recorded in Retained Earnings. On disposal 
of such investments, the accumulated net translation gain or 
loss is included in income. Translation gains and losses on 
investments in foreign branches, subsidiaries and associated 
corporations doing business in highly inflationary economies 
are included in income. 


Foreign Exchange Contracts 

Foreign exchange contracts are valued at prevailing market 
rates, and the resulting unrealized gains and losses are 
included in “Other income” on a discounted present value 
basis. 


Realized gains and losses on spot and forward contracts are 
also included in “Other income”. 


Interest Rate Futures and Future Rate Agreements 
The Bank uses interest rate futures and future rate agreements 
in trading activities and to hedge interest rate exposure on 
assets, liabilities and anticipated transactions. 

When used in trading activities, interest rate futures and 
future rate agreements are marked to market and the resultant 
gains and losses are recognized in income. 


When used for hedging purposes, gains and losses on interest 
rate futures and future rate agreements are generally deferred 
and recognized in income over the expected remaining life of 
the hedged item. 


Currency and Interest Rate Swaps 
The Bank enters into currency and interest rate swaps as an 
intermediary between swapping counterparties in order to 
earn fee income, and as a principal in order to manage foreign 
currency and interest rate exposure. 

When acting as an intermediary, the Bank records fees for 
arrangement services in income as received. 


When acting as a principal, the Bank accrues income or 
expense associated with currency and interest rate swaps over 
the life of the agreements. 


Foreign Currency and Interest Rate Options 

The Bank enters into foreign currency and interest rate options 
as a writer in order to earn fee income, and as a purchaser in 
order to manage foreign currency and interest rate exposure. 


Both written and purchased options are marked to market 
and the resultant gains and losses are recognized in income. 
For written options, the maximum gain accrued is equal to the 
premiums received at inception; for purchased options, the 
maximum loss accrued is equal to the premiums paid at 
inception. 


Pension Plan 
The Bank maintains a defined benefit pension plan which is 
available to substantially all employees after two years service 
or at age 25, on acontributory or a non-contributory basis. 
The plan provides pensions based on years of service and 
contribution, and average earnings at retirement. Employees 
of subsidiaries of the Bank are generally covered by separate 
pension plans which offer comparable benefits. 
An actuarial valuation is performed each year to determine 
the present value of the accrued pension benefits, based on 
projections of employees’ compensation levels to the time 
of retirement. Pension fund assets are carried at adjusted 
market values. 


Pension expense consists of the aggregate of (a) the actuari- 
ally computed cost of pension benefits provided in respect of 
the current year’s service, (b) imputed interest on the funding 
excess or deficiency of the plan and (c) the amortization over 
the expected average remaining service life of employees of (i) 
the unamortized past service pension contribution existing as 
at October 31, 1985, the date the current accounting policy 
commenced, (ii) the funding excess or deficiency existing as 
at the date of the latest actuarial valuation and (iii) any 
experience gains or losses. 

The cumulative excess of pension fund contributions over 
the amounts recorded as expense is included in “Other assets”. 


— eee 


2. SECURITIES Maturity 1990 1989 
Within 1 to3 3to5 5to10 Over10 Carrying Estimated Carrying Estimated — 
1 year years years years years amount market amount market 
value value 
Investment account securities 
Issued or guaranteed by 
Canada and provinces...... $2,015,520 $ 31,398 $ — $ 24,396 $ 107,735 $2,179,049 $2,206,378 $2,599,329 $2,599,716 
Othec'debt.2. oe 863,193 357,204 309,814 207,386 18,734 1,756,331 1,750,724 713,770: 709-612 
Other equity” Us jec anes : 530,239 530,239 447,304 524,248 503,078 
2,878,713 388,602 309,814 231,782 656,708 4,465,619 4,404,406 3,837,347 3,812,406 
Trading account securities..... 1,924,355 272,304 241,844 223,343 1,083,196 + 3,745,042 3,745,042 3,082,853 3,082,853 
Loan substitute securities 
Income debentures .......... 6,630 21,448 5,834 400 — 34,312 34,312 40,735 40,735 
Small business bonds ........ 50,741 14,839 — — - 65,580 65,580 88,692 88,692 
Term(preferred'sharest- 7 52. 104,228 7,241 779,980 31,000 212,888 1,135;337— 161 135,337, 793,996 793,996 
161,599 43,528 785,814 31,400 212,888 1,235,229 1,235,229 923,423 923,423 
Securities of associated 
corporations», 3.4 weer ee 3,168 3,168 3,168 145,868 145,868 
$4,964,667 $704,434 $1,337,472 $486,525 $1,955,960 $9,449,058 $9,387,845 $7,989,491 $7,964,550 


* Securities of associated corporations and other equity securities have no stated term and have been classified under the 


“Over 10 years” column. 


3. LOANS 


Domestic* 
Residential mortgages’. ..s.,.. 23/4 oars Hee ieee ee ne eer a 
Consumer instalment, credit ‘card/and other personal loans... .4-)-- ese eee ee 
Loans:to businesses and governments erst ernie treet eye ae 


Allowance for creditlossés..cs. ee eee ee eee Pree pe hi Re ed eM ST ep 


International* 
Residential mortgages: ....d20 f. sb ods poeta a ie ee PC ele ee ee ego eee 
Consumer instalment loans ..234. 3.5 22s Boe ee eee 


1990 1989 
$24,988,727 $21,686,465 
16,645,282 15,416,591 
35,087,005 31,287,032 
76,721,014 68,390,088 
(322,158) (292,230) 
76,398,856 68,097,858 
745,844 843,924 
227,797 225,615 
17,461,904 16,821,345 
18,435,545 17,890,884 
(2,140,344) (2,749,957) 
16,295,201 15,140,927 
$92,694,057 $83,238,785 


“Domestic loans include all loans booked in Canada, regardless of currency, with the exception of those of the Canadian-based inter- 
national money market units. The loans of these units, together with loans booked outside Canada, comprise International loans. 


Non-performing loans, net of allowance for credit losses (included above) 


Non-accrual loans 


Domestic.) 6505005 ORI re ee oT te es aa oT ee es $1,046,015 $431,493 
International , excluding LD@loans4}. a.0 ee er eee ee ae 315,216 191,085 
LDC loans 5583s Po es eee re Oe ee 379,205 — 
1,740,436 622,578 

Renegotiated reduced-rate loans 
Deoommestic e200 sacs e cin Sire, ail eau ea gets pe Ps Re ac Se 94,185 125,452 
International). cc. Manas. wie eae noe ee ae ee f322 1,330 
95,507 126,782 
$1,835,943 $749,360 


—_—_————— 


a 


4. ALLOWANCE FOR CREDIT LOSSES 1990 1989 
Domestic International Total Total 
Balance PROLTIMIN OL CAL ae ctu. hoe va Pe Rees Sire ok $292,230 $2,749,957 $3,042,187 $2,637,096 
Provision for loan losses LGkanio Onn Cane oxen erage Paci seore 437,000 (17,000) 420,000 1,380,000 
My EMe-OllS, Tet Of TECOVETIES™: «0.05. ne. ecco sacducclecens (407,072) (4,977) (412,049) (408,975) 
Losses realized on sales and exchanges 
Biicans co. troubled countries 7.3) 00 ee... ond ec eben es _ (587,665) (587,665) (462,552) 
Other, principally translation adjustments on provisions 
denomunated in foreign currencies... ....6.....62 0.000000 — 29 29 (103,382) 
Balance at end of year $322,158 $2,140,344 $2,462,502 $3,042,187 
Composed of: 
Bem CARO VISIONS els 5 00s 915 ck nace. clete 8 0's wnt ss @ bens $322,158 $ 128,484 $ 450,642 $ 440,407 
BRIE ISK OPFOVISION oe oro jg dis la vce mies cadivanteea aes —_ 2,011,860 2,011,860 2,601,780 
Total $322,158 $2,140,344 $2,462,502 $3,042,187 
5. LAND, BUILDINGS AND EQUIPMENT 1990 1989 
Cost Accumulated Net book Net book 
depreciation value value 
SR oe on AS OP ane een re $ 176,189 $ —_ $ 176,189 $ 147,132 
ERT MMS a, Ne foe VS one 01 pica e O's. Naesead-nieike, 4 Bie ee 906,433 218,673 687,760 642,512 
SUMED RLOIAC TUM SRNCIAL a2, rye ie Ad cays see ft fin dws) Ww ue 8 6 ye sed wf WArey 469,998 447,521 338,638 
Furniture, fixtures and other equipment..................-.- 561,865 314,780 247,085 201,234 
ERIE AEIDLOVEINCIES ie ont cie a as s: oya ac a oa «oie is dis a ale eres 415,881 174,234 241,647 jade et es 


$2,977,887 $1,177,685 $1,800,202 $1,508,691 


Depreciation expense included in the Statement of Income for the year ended October 31, 1990 was $206,046,000 
(1989 — $171,461,000). 


6. OTHER ASSETS . 1990 1989 
“eS OR RES Eo ok ee ee eee rn ee rie Crier are $ 965,651 $ 870,369 
Amounts receivable from brokers, dealers and clients ............. 200s ccceccceccesccercens 621,058 788,519 
re S ed ii ae TA a Say sto. SS icitiggs: atts 'io' ids ptaolaht ade om Rbnmge NRO Gr ueleae tape 222,462 242,601 
ee eC TINT VECCONTT ENE AC MT Ln als rc cache issekd Bi awN vn Goce ele es iste nna eae ey seRabaTal cep aise 207,382 347,637 
Cumulative excess of pension fund contributions 

over the amounts recorded as ExpeMse . 25... 6.2 e cee sence eet e nee seers eeseteeeeenn 61,810 71,364 
Other items, including accounts receivable and prepaid expenses...........- ees eee eee eeees 784,338 714,416 


$2,862,701 $3,034,906 
i elie ee ae iE Eel eae ae a Ee 


re 


7. DEPOSITS 1990 1989 
Payableon Payable after Payable ona Total Total 
demand notice fixed date i 
Domestic* 

Individuals Ate. jeder eee te ee $1,678,160 $29,721,255 $24,551,612 $55,951,027 $49,930,828 
Businesses and governments .....5.7-..-.- 4,957,912 6,385,646 4,921,123 16,264,681 15,542,045 
Baise tnx ora nite c cpce nce Wa ter romper ater 598,097 14,255 374,410 986,762 898,559 
7,234,169 36,121,156 29,847,145 73,202,470 66,371,432 

International* 
Individitalss «vss ease eee eer eee eae 252,376 590,925 3,782,513 4,625,814 3,920,634 
Businesses and governments............%.- 627,853 66,610 10,375,666 11,070,129 9,699,948 
Banks iaewt.d sister eal eis ee 209,661 16,139 10,043,784 10,269,584 9,194,261 
1,089,890 673,674 24,201,963 25,965,527 22,814,843 
$8,324,059 $36,794,830 $54,049,108 $99,167,997 $89,186,275 


* Domestic deposits include all deposits booked in Canada, regardless of currency, with the exception of those of the Canadian-based 
international money market units. The deposits of these units, together with deposits booked outside Canada, comprise 


International deposits. 


8. LIABILITIES OF SUBSIDIARIES OTHER THAN DEPOSITS 


These liabilities are subordinated in right of payment to claims of the depositors and certain other creditors of the respective 


subsidiaries. 


RBC Dominion Securities Limited 


Royal Bank Leasing Inc. 


Long-term notes payable in various amounts to 1997 and bearing interest at rates 


from 9.65: Yo: tL D2 ok iis coli itch eam hdPR A hee ae cn SC Tr aes 
Other subsidiaries 227 eye oe ae ale eR a A ge ea 


9. OTHER LIABILITIES 


1990 


$643,269 
7,804 


123,735 
42,152 


Accrued interest uc-Be aie gs othearsie oolong ap tie teotoes CAS Raer ee aa eee eer 
Amounts payable:to. brokers; dealers and clients... a. .1.0.2005 6 eee ee ee 


Obligations related to securities sold short or under repurchase agreements 


eee eee 


Cr 


Obligations under capital leases 25.5. 20.ecm nate ee ee ee ee ee ee 
Dividends payable vs uo... 4 aioe tases = tice 8 ee ee eee eee 
Other items, including. accounts payable and accrued expenses «ac se oe eee nee etter 


$816,960 


1990 


$2,308,216 
1,459,998 
1,280,114 
112,846 


97,634 


1,130,358 
$6,389,166 


1989 


$ 846,252 
64,879 


164,952 
ST RLEe 


$1, 9135195 


1989 


$1,9192 E22 
TIS352 
1,288,425 
72,207, 
92,966 
1,200,911 


$5,379,683 


ee 


eee 


10. BANK DEBENTURES 


The debentures are direct unsecured obligations of the Bank 
and are subordinated in right of payment to the claims of 
depositors and certain other creditors of the Bank. 


In accordance with the formula prescribed in the Bank Act, 
as at November 1, 1990 the Bank had the capacity to issue an 
additional $1,104,000,000 of debentures. 


Maturity Rate 1990 1989 
PSN SS Th ie RIAN DM eee (A RE eaten as A Ls ve ree ne een COA, § 75,000 $ 75,000 
BIPM OS Wess oe cae soe ug ale & oes 7% (2 Calla lee teen satan ees eho oe ae ae 2,401 2,401 
(NG 20 Si 12% (3 Convertibles Cr Pe tmacec ae ieee ht aes 99,550 99,950 
“CLS EL EYAL eas 2S ES 9% (2) Call ABI eee roe nscale See 25,123 27,440 
LOLERE 1 Sia. 7S eae a 10% (2) Gallableguemnes qari rit sare eae 29,104 29,628 
OTN aed I OE eee 10% (2 Callablentne erence hoe ee ee 5,533 5,888 
LEO al OS ri Ae FOS 0 SPI Be ar ee lie ove mane hs eae 200,000 200,000 
OTSA SS S88 (a le M4 Rice cs Wee eee mic ee eee oe EN ae 116,670 1175350 
OEE LI Soe Ts NU Sea) MO RON ek ree RM YO be se crt a ee 250,000 250,000 
MicrOpeE 141999 ee cece nae. LOD Gs SPP Wap ert waa ae eran Dr Rie a) 250,000 250,000 
NP OO earn ee Gre sss ws chews 1158% (2),(5) Callable on or after November 22,1992 ... 37,189 47,967 
| SVCES 9) CURA UL Raa a en enn oe Pope a ao eae teen acter ett ant ee taye Ses a eee 200,000 _ 
1 UPS, 24) DSO eee (6) Calla blerre arom mrrac arrears ater tr 408,345 410,725 
MGRC It, 20S. hereto bow «Sloe (7) Callablew hea te tote tein so eee 250,000 250,000 
US ee en auaks Glo Os (8) Callable on or after June 6,1991......... 350,010 352,050 


(1) The November 15, 1990 debentures bear interest at a rate 
of 5s of 1% below the Bank’s Canadian prime rate. 

(2) Subject to sinking fund provisions. 

(3) The July 22, 1991 debentures are convertible at the option 
of the holder up to and including July 21, 1991 into 
Common Shares at a conversion price of $17.50 per 
Common Share. These debentures are also convertible at 
the option of the Bank at a conversion price of $17.50 per 
Common Share if the Common Shares have traded at or in 
excess of certain weighted average prices. 

(4) The September 30, 1998 debentures are denominated in 
U.S. dollars and are carried at the Canadian equivalent of 
U.S. $100,000,000. These debentures bear interest at a 
rate of 0.08% above the six-month LIBOR. 

(5) The May 22, 2000 debentures are denominated in U.S. 
dollars and are carried at the Canadian equivalent of U.S. 
$31,875,000. 


$2,298,925 $2,118,399 


(6) The July 5, 2005 debentures are denominated in U.S. 
dollars and are carried at the Canadian equivalent of U.S. 
$350,000,000. These debentures bear interest at a rate of 
146 of 1% above the three-month LIBOR. 

(7) The October 1, 2083 debentures bear interest at a rate of 
0.40% above the 30-day Bankers’ Acceptance rate reported 
by the Bank of Canada. 

(8) The June 6, 2085 debentures are denominated in U.S. 
dollars and are carried at the Canadian equivalent of U.S. 
$300,000,000. These debentures bear interest at a rate 
equal to 1/4 of 1% above the three-month LIMEAN. In the 
event of a reduction of the annual dividend declared by the 
Bank on its Common Shares, the interest payable on the 
debentures is reduced pro-rata to the dividend reduction 
and the interest reduction is payable with the proceeds 
from the sale of Common Shares. 


Repayment schedule 


The aggregate sinking fund requirements and maturities of the 
Bank’s debentures assuming the earliest possible dates of 
maturity under the terms of issue are as follows: 


Within @ year: cu. ot iota rere welt eee ae $ 184,037 
Fromil to2 years ee. santana see eee 32,470 
From:2 €0:S years... gan tne aa ee anne eta 7,470 
FroOne5: tO: Se VANS: xc, 6. ao acta eee eee anata 41,174 
Brony 5:10: LOW ears a esi oot ene toe 825,419 
Oven] O years: cavalo eres err cre eres 1,208,355 

$2,298,925 


en 


Subsequent issues 


In November 1990, the Bank issued $200,000,000 of 
11% debentures due July 1, 2000. 


a 


11. CAPITAL STOCK 


Authorized capital stock 

Preferred — An unlimited number of First Preferred Shares and 
Second Preferred Shares without nominal or par value, issuable 
in series; the aggregate consideration for which all the First 
Preferred Shares and all the Second Preferred Shares may be 
issued shall not exceed $5,000,000,000 in each case. 


Common — An unlimited number of shares without nominal 
or par value provided that the aggregate consideration shall 
not exceed $10,000,000,000. 


Outstanding capital stock 1990 1989 
Number Amount Number Amount 
of shares of shares 
(in thousands) (in thousands) 
Preferred 
$1.88 Cumulative Redeemable 
First Preferred Shares Series A (1) 
Outstanding at beginning of yearn... nce ee ee 4,441 $ 111,016 4,627 S$ 4455676 
Purchased:for. cancellations paces) ee ie ete ee (157) (3,910) (186) (4,660) 
Outstanding: atendof year encase cee ee eee 4,284 107,106 4,441 111,016 
$1.45 Cumulative Redeemable 
First Preferred Shares Series B (2) 
Outstanding. atend of year. onan. fee ee eee 13,600 271,991 13,600 271,991 
Floating Rate Cumulative Redeemable 
First Preferred Shares Series C (3) 
Outstanding atend ofvearwncg-ceie. ee eee ee 1,000 100,000 1,000 100,000 
U.S.$ Floating Rate Cumulative Redeemable 
First Preferred Shares Series D (3) 
Outstanding at begmning of yearee-e-7 eee eee 1,000 117,350 1,000 1225580 
Foreign currency translation: adjustment... ie (680) (5,230) 
Outstanding atiend obyeanowee wait er eee 1,000 116,670 1,000 1972350 
Price Adjusted Floating Rate Cumulative Redeemable 
First Preferred Shares Series E (4) 
Outstanding atend of years... ene eet a ee ee le 1,500 150,000 1,500 150,000 
Non-cumulative 
First Preferred Shares Series F (5) 
Outstanding-at end ofyear?. 42.% .es case ee et eee 6,000 150,000 6,000 150,000 
Non-cumulative 
First Preferred Shares Series G (6) 
Outstanding’at end of yearn. eee en eee 10,000 250,000 10,000 250,000 
$2.75 Cumulative Redeemable Convertible 
Second Preferred Shares Series A 
Outstanding at beginning of yeanmeasn ee eee 7,736 193,421 
Converted into. Common: Sharesa tee eee (7,491) (187,277) 
Redeemed, 5.6... cee oe ee (118) (2,946) 
Retracted .s:< sigssileise ce rere aera eee eee (127) (3,198) 
Outstanding at énd ofyearu.. rr eee ee — ~ = = 
Total outstanding preferred stock 1,145,767 11505357 
Common (7) 
Outstanding at beginning of yeari, 09 et ee ee 286,674 2,309,236 265,300 1,961,590 
Issued under the Shareholder Dividend and Share Purchase Plan . 6,570 140,686 6,390 122,864 
Issued on conversion of Second Preferred Shares Series A....... a — 14,982 224-752 
Issued on conversion of July 22, 1991 Debentures ............. 23 400 2 50 
Total outstanding common stock 293,267 2,450,322 286,674 2,309,236 
Total outstanding capital stock $3,596,089 $3,459,593 


Se 


rr 


(1) The Bank has undertaken to purchase in each calendar 
quarter 48,000 of the First Preferred Shares Series A, if 
available, at prices not exceeding $25 per share. 

(2) The Bank has the option to redeem the First Preferred Shares 
Series B at $20.60 per share until June 9, 1991 reducing by 
$0.20 per year until June 9, 1993 and thereafter at $20. 
The Bank may at any time purchase for cancellation First 
Preferred Shares Series B at a price per share not exceeding 
the then applicable above-mentioned redemption price. 
Such redemption and purchase for cancellation options are 
subject to the consent of the Superintendent of Financial 
Institutions. 

(3) The dividends on the First Preferred Shares Series C and D 
are determined quarterly by applying to Cdn.$100 and 
U.S.$100 respectively, the greater of (i) 6.67% per annum 
and (ii) 24 of the Bank’s average Canadian and U.S. prime 
rates respectively for stated periods. The First Preferred 
Shares Series C and D are redeemable by the Bank at a 
price per share of Cdn.$100 and U.S.$100 respectively. 
The Bank may at any time purchase for cancellation First 
Preferred Shares Series C and D at a price per share not 
exceeding Cdn.$100 and U.S.$100 respectively. Such 
redemption and purchase for cancellation options are 
subject to the consent of the Superintendent of Financial 
Institutions. 

(4) The dividend on the First Preferred Shares Series E is 
determined monthly and (i) floats in relation to changes 
in the Bank’s Canadian prime rate and (ii) is adjusted 
upwards or downwards based on changes in market 
trading value. The annual dividend rate applicable to any 
month will in no event be less than 55% or greater than 
75% of the average prime rate. The First Preferred Shares 
Series E are not redeemable by the Bank prior to April 30, 
1991 but thereafter are redeemable at a price per share of 
$100. The Bank may at any time purchase for cancellation 
First Preferred Shares Series E at a price per share not 
exceeding $100. Such redemption and purchase for 
cancellation options are subject to the consent of the 
Superintendent of Financial Institutions. 


(5) The dividend on the First Preferred Shares Series F is 
determined quarterly at a rate equal to the greater of 
(1) $0.5625 per share and (ii) 81.522% of the dividend per 
Common Share for the same quarter. The First Preferred 
Shares Series F are not redeemable by the Bank prior to 
October 31, 1999 but thereafter are redeemable (i) in cash, 
at a price per share of $25 or (ii) by the conversion of each 
First Preferred Share Series F to be redeemed into that 
number of Common Shares determined by dividing $25 by 
95% of the prevailing market price of the Common Shares 
at that time. Such redemption options are subject to the 
consent of the Superintendent of Financial Institutions. 

(6) The dividend on the First Preferred Shares Series G is 
payable quarterly at a rate of $0.53125 per share until 
October 31, 1999 and thereafter is determined quarterly 
at a rate equal to the greater of (i) $0.53125 per share and 
(ii) 81.522% of the dividend per Common Share for the 
same quarter. The First Preferred Shares Series G are not 
redeemable by the Bank prior to October 31, 1999 but 
thereafter are redeemable (i) in cash, at a price per share of 
$25 or (ii) by the conversion of each First Preferred Share 
Series G to be redeemed into that number of Common 
Shares determined by dividing $25 by 95% of the prevail- 
ing market price of the Common Shares at that time. On 
and after October 31, 2000, subject to the right of the Bank 
to redeem or to find substitute purchasers, each First 
Preferred Share Series G will be convertible at the option of 
the holder into that number of Common Shares determined 
by dividing $25 by 95% of the prevailing market price of 
the Common Shares at that time. Such redemption options 
are subject to the consent of the Superintendent of 
Financial Institutions. 

(7) The Common Shares were split on a 2 for 1 basis in February 
1990 and accordingly all share and per share amounts have 
been restated. 


Dividends declared 1990 1989 
Preferred 
First Preferred 
See ee oe Pe Rime ee eas © tied REG Wee sirn wb Said cnn ana e wledaker ght eee aya a $ 8,149 $ 8,508 
SESE GE Aes cecil cs Sat eg ISIE & ae errata a fo vel Sehca a eaters greeters Grove ere eos Sekar 19,720 19,720 
Seta mE rt, ee ee ee NE Gna we Ean Sei ew wei eine ie oe ener 9,408 8,573 
ETC tl MT Er Uk or eee tars a cote By alb hav abate ened ootae Ra ola he al Nut dione Shuler 7,920 8,498 
CSC EL the ek Se nn en eis RR ge Dre a arr a Ger Se oe BA ate ek Me igs rie AC 15,897 14,630 
Serie R TE RE ee os, ee Lac a ee ie ema e ote toe Soe one TALS Wen evalu ie aime. garaitten 13,500 1,812 
Seat GE UT cc orc oie Nw AO Se ae hgh OIECE bin oe Shs pang MMO RRR wderattat ess ele meee ee 2250 2,853 
Second Preferred 
pad dN lok PA) REMI E Dh Cn: One dis Bm PnT Seibert wordba marae mar te aCe hora we — 30 
95,844 64,624 
OO Trt ee ied iene titans. alee. ol cutie sok she) Cubleieyensponenras “ore rep epstey she efeetor ay 337,214 31275938 
$433,058 $377,562. 


EEE 


12. INCOME TAXES 1990 1989 
Income taxes are reported in the financial statements as follows: 
Statement of Income ys 2 okie cehocie eves bok uk ek din cs eet eens eceae Tag cae cee ea ete tre $555,000 $305,000 
Statement of Retained Earnings 
Expense’of Shareiisst0es: 2). oisie lacs) orapnareerate Sigua ee ee acts ae ep sess eee — (4,700) 
Unrealized foreign currency translation gains and losses, net of hedging activities............ (23,000) 46,700 
Total Income Tax Provision $532,000 $347,000 
The current and deferred income taxes are as follows: 
Current income taxes Sos cea teak aaa a 8 ee ce nee aoe ree ere eee $391,745 $516,090 
Deferred income taxes <s5 io 54 ears ee eer ae eee tee a 140,255 (169,090) 
Total Income Tax Provision $532,000 $347,000 
Income taxes in the Statement of Income are at an effective rate less than 
the composite federal and provincial statutory income tax rate for the following reasons: 
Composite federal and provincial statutory incometax rate™ e205 .6 ns tase eee eet ea 41.8% 41.8% 
Changes in rate resulting from: 
Tax-exempt income from securities, primarily loan substitute securities................... (1.9) (3.8) 
Lower average,tax rate applicable to subsidianiesayes a <i re eno (2.9) (8.1) 
Others met oc sis sev enavvsace Geecacote ane BP AM Rae aoe ene fy eee (0.7) 6.1 
Effective income tax rate 36.3% 36.0% 


13. EARNINGS PER SHARE 


Basic earnings per share has been calculated after deducting 
preferred dividends of $95,844,000 (1989 — $64,624,000) 
and has been based on the average number of Common Shares 


outstanding for the year of 290,242,550 (1989 — 282,585,598). 


Fully diluted earnings per share has been calculated on the 
average number of Common Shares which would have been out- 
standing during the year of 295,945,183 (1989 — 290,112,922) 


assuming conversion of all convertible securities and exercise 


14. FINANCIAL INSTRUMENTS 


of all warrants outstanding as at the beginning of each year or 
date of issue if later. For purposes of this calculation, adjust- 
ments of $6,970,000 (1989 — $7,706,000) have been made for 
the after-tax interest on convertible debentures, the dividends 
on convertible preferred shares and an imputed after-tax 
return at an appropriate rate on additional funds receivable on 
the conversion of the Second Preferred Shares Series A. 


In the normal course of business of meeting the financing 
needs of its customers and managing its own exposure to 
fluctuations in interest rates and foreign exchange rates, the 
Bank is a party to various financial instruments which are not 
reflected in the financial statements. 

The financial instruments reported below reflect various 
degrees and types of risks, including credit, interest rate, foreign 
exchange rate and liquidity risk. The amounts reported repre- 
sent financial commitments to perform, but do not necessarily 
reflect the economic risks associated with the commitments. 

Many commitments to extend credit do not ultimately 
involve any outlay of funds to customers and therefore have 
neither liquidity nor credit risk. Foreign exchange and interest 
rate contracts, since they generally consist of offsetting com- 
mitments, involve limited foreign exchange and interest rate 
risk to the Bank. 


Credit risk is the exposure to loss in the event of non-perfor- 
mance by the other party to a transaction, and is a function of 
the ability of the counterparty to honour its obligations to the 
Bank. For all types of foreign exchange and interest rate 
contracts, only exposures created by movements unfavourable 
to a customer’s foreign exchange or interest rate position 
create a potential for credit risk. Hence, generally, only half 
of the contract amounts outstanding will be a source of any 
credit risk at a particular point in time, and then only for an 
amount equal to changes in foreign exchange or interest rates. 
The Bank controls all credit risks through credit approvals, 
limits and monitoring procedures. 

Certain foreign exchange and interest rate contracts are 
entered into by the Bank to reduce the exposure of certain 
assets and liabilities on the balance sheet to foreign exchange 
or interest rate risk. 


1990 1989 


Credit instruments 


Guarantees and'standby letters ofcredit. tee 
Documentary and commercial letters of credit ................ 


Commitments to extend credit (1) 
Note issuance facilities/ Revolving underwriting facilities 


Foreign exchange and interest rate contracts 
Foreign exchange contracts (2) 


Future rate agreements 
Currency and interest rate swaps 
Foreign currency and interest rate options 


@! (ee: (el 6. 10. (ee) (6 ¢) 0; 0 1e)16) © celle: e).e kes lee (eee 


© (0 © 6 6) oe .10 oe) © ee 9 0 01 0 oe 60) 0) © 6 010 0 


TOO com 


Foreign currency and interest rate futures. ..................:- 


#h a) 01(6! -0\'S (e).s, (0) \0) 6. v 10) e016) 'e) 4, 10110 


(1) Commitments to extend credit represent unused portions 
of authorizations to extend credit in the form of loans, 
bankers’ acceptances, guarantees or letters of credit. 


$ 6,636,451 $ 6,278,430 


shir sia se Yst lila, seule ys sce eater ieue ammalcath 1,186,689 1,004,740 
Ee MEe ee ONE NeL irae Eee set) 65,674,542 69,755,330 
ie crane ona t ritcreler lated eagave SARE gs 798,865 736,358 
Et a Cia ey oS 211,209,541 179,840,769 
did ounce Seeeaie hare erect lenal eemenanene 10,033,393 7,511,497 
sis Risgayape en espe rarer al ap eteratate 48,122,480 $2,929,579 
ara oath eaena ye eee 106,040,991 79,122,470 
fayehafareanaepie noes artes say 19,609,489 11,432,901 


(2) Foreign exchange contracts represent commitments to 
purchase foreign currency and Canadian dollars, including 
undelivered spot transactions. 

(3) The above amounts, except for those relating to guaran- 
tees and letters of credit, are as at September 30. 


le a ia 


15. COMMITMENTS AND CONTINGENT LIABILITIES 


Lease commitments 


Litigation 


The Bank leases many properties under standard real estate 
leases which include renewal options and escalation clauses. 
Minimum future rental commitments for buildings under 
long-term non-cancellable leases for the next five years are 
shown below. Annual rental commitments after 1995 are in 
decreasing amounts. 


SOAS Bay Ces Ir Sr a eon $105,044 
Beets yoshi eed Fie av en x hadi n wee be QTLs, 
Pe MMR GES) Lbs e pha dds oA da we aE 89,637 
EE CREA Ci ee a 81,504 
IIS: «doles Sie SES keene 73,620 


Building rent expense, net of rental income from subleases, 
included in the Statement of Income for the year ended 
October 31, 1990 was $102,158,000 (1989-$85,898,000) . 


Various legal proceedings are pending which challenge 
certain practices or actions of the Bank and its subsidiaries. 
Many of these proceedings are loan-related and are in reaction 
to steps taken by the Bank and its subsidiaries to collect 
delinquent loans and enforce rights in collateral securing such 
loans. Management considers that the aggregate liability 
resulting from these proceedings will not be material. 


16. DOMESTIC AND INTERNATIONAL OPERATIONS 


The Bank considers its Domestic Operations to include all 
business transacted in Canada, regardless of currency, with 
the exception of the Canadian-based activities of the interna- 
tional money market units. These units’ activities, together 
with the Bank’s business carried on outside Canada, comprise 
International Operations. 


While it is not practicable to make a definitive division of its 
Domestic and International Operations, appropriate alloca- 
tions are made for (a) the cost of funds related to liquidity and 
capital computed on the basis of marginal costs of funds and 
(b) corporate non-interest expenses. 


Domestic International Total 
1990 1989 1990 1989 1990 1989 
Net interest income — taxable equivalent basis. . . $3,148,477 $3,080,142 $537,620 $ 636,317 $3,686,097 $3,716,459 
Deduct: Taxable equivalent adjustment*....... 89,402 loys WA 2,530 18,608 91,932 O79 
Net interest income — financial statement basis. . 3,059,075 3,006,971 535,090 617,709 3,594,165 3,624,680 
PCOVISION TOL loan LOSSES 60s 55s es caw ek oe re 437,000 285,000 (17,000) 1,095,000 420,000 1,380,000 
2,622,075 DANA 552,090 477,291) 3,174,165 2,244,680 
@ CHEN COMER ete ay AS ore ses ees Cates en 1,347,915 1,216,356 306,761 321,435 1,654,676 Lisi SAI 
3,969,990 3,938,327 858,851 155,856) 4,828,841 3,782,471 
Pon interest EXPENSES he nt: 68s wer ass asc ce ne 2,830,729 2,472,293 469,303 462,578 3,300,032 2,934,871 
1,139,261 1,466,034 389,548 618 434) 1,528,809 847,600 
CENT SEA RCS «heretic Soc a Pe bic ead ws Ba 431,000 591,000 124,000 286,000) 555,000 305,000 
708,261 875,034 265,548 332,434) 973,809 542,600 
Minority interest in net income of subsidiaries . 7,160 10,505 1,720 S022 8,880 13,527 
Net income (loss) $ 701,101 $ 864,529 $263,828 $ (335,456) $ 964,929 3. 5293073 
Average total assets $96,200,000 $88,000,000 $25,500,000 $24,700,000 $121,700,000 $112,700,000 


* The taxable equivalent adjustment represents a credit to interest income in order to gross up the tax-exempt income earned on 
certain securities (primarily loan substitute securities) to an amount which, had it been taxable at a rate of 41.8% in 1990 and 1989, 
would result in the same after-tax net income as appears in the financial statements. The gross up of such income to a taxable 
equivalent basis permits a uniform measurement and comparison of net interest income. 


17. PENSION PLAN 1990 1989 

The funding excess of the Bank’s principal pension plans as at January 1, 1990 and 1989 is 

determined as follows: 

Pension fund assets, at adjusted market values <2... 6.02... e6 sti c esses tet sees cee een eiee $1,664,485 $1,544,393 

Actuarially computed present value of accrued pension benefits. ............+.+0.seses sees 1,430,699 1,305,599 
$ 233,786  $ 238,794 


Funding excess 


na ce Se 
Pension expense included in the Statement of Income for the year ended October 31, 1990 was $25,174,000 (1989 — $11,371,000). 
See eee eae eee eee ee eee ed ee eee eee ee ee ee ————————eE———————E————————e 


CORPORATIONS IN WHICH THE BANK 
OWNS MORE THAN 10% OF THE VOTING SHARES 


a 


Name Principal office Carrying value Percent of 
address of voting shares voting shares 
owned by owned by 
the Bank* the Bank 

RBC Dominion Securities Limited Toronto, Canada $ 419,610 69% 
RBC Dominion Securities Inc. Toronto, Canada 69 
RBC Dominion Securities (Alberta) Inc. Calgary, Canada 69 
RBC Dominion Securities Corporation New York, U.S.A. 69 
RBC Dominion Securities Barbados Limited Bridgetown, Barbados 69 
RBC Dominion Securities (London) Limited London, England 69 
RBC Dominion Securities International Limited London, England 69 
RBC Dominion Securities Finance S.A. Lausanne, Switzerland 69 
RBC Dominion Securities Pacific Inc. Toronto, Canada 69 
RBC Dominion Securities (Asia) Limited Hong Kong 69 
DS Marcil Partnership Toronto, Canada 48 
RBC Dominion Securities Pemberton Financial Services Inc. Toronto, Canada 69 
Royal Bank Mortgage Corporation Montreal, Canada 1,280,355 100 
Royal Bank Leasing Inc. Toronto, Canada 430,151 100 
Royal Bank Realty Inc. Montreal, Canada 13,987 100 
Globe Realty Management Limited Toronto, Canada 100 
Royal Bank Export Finance Co. Ltd. Toronto, Canada 5,096 100 
Royal Bank Capital Corporation Toronto, Canada 12,091 100 
UB&S Holdings Limited Toronto, Canada 8,033 100 
Royal Bank Investment Management Inc. Toronto, Canada 86 
Royfund Distributors Ltd. Toronto, Canada 86 
Fraser Dingman Limited Toronto, Canada 86 
Royal Bank Mutual Fund Services Inc. Montreal, Canada 50 100 
Royal Bank Investor Trading Inc. Montreal, Canada 999 100 
Chargex Ltd. Montreal, Canada 25 
RBC Holdings (USA) Inc. New York, U.S.A. 194,578 100 
RBC Properties (New York) Inc. New York, U.S.A. 100 
RBC Holdings (Delaware) Inc. Wilmington, U.S.A. 100 
Royal Bank de Puerto Rico San Juan, Puerto Rico 48,188 100 
The Royal Bank of Canada (Brasil) S.A. Sao Paulo, Brazil 19,145 100 
The Royal Bank of Canada Representacoes S/C Ltda. Sao Paulo, Brazil 100 
R.B.C. Holdings (Bahamas) Limited Nassau, Bahamas 852,026 100 
The Royal Bank of Canada (Bahamas) Limited Nassau, Bahamas 100 
R.B.C. Investments Limited Nassau, Bahamas 100 
Finance Corporation of Bahamas Limited Nassau, Bahamas 7S 
Royal Bank of Canada (Barbados) Limited Bridgetown, Barbados 100 
Royal Bank of Canada Insurance Company Ltd. Bridgetown, Barbados 100 
Royal Bank (Barbados) Financial Corporation Bridgetown, Barbados 1,450 100 
Atlantis Holdings Limited Bridgetown, Barbados 191,684 100 


*The carrying value (in thousands of dollars) of voting shares 
owned 20% or more by the Bank is stated at the Bank’s equity 
in such investments. 


ES 


Name Principal office Carrying value Percent of 
address of voting shares voting shares 
owned by owned by 
the Bank* the Bank 
RBC Finance B.V. Amsterdam, Netherlands $ 517,748 100% 
Royal Bank of Canada S.A. Paris, France 100 
Royal Bank of Canada (Suisse) Geneva, Switzerland 100 
Royal Bank of Canada A.G. Frankfurt, Germany 100 
RBC Holdings (Guernsey) Limited Guernsey, Channel Islands 100 
Royal Bank of Canada (Channel Islands) Limited Guernsey, Channel Islands 100 
Royal Bank of Canada Investment Management 
(Guernsey) Limited Guernsey, Channel Islands 100 
RBC Offshore Fund Managers Limited Guernsey, Channel Islands 100 
Royal Bank of Canada Trust Company (Asia) Limited Hong Kong 100 
RBC Holdings (Isle of Man) Limited Ballasalla, Isle of Man 100 
Royal Bank of Canada (Isle of Man) Limited Ballasalla, Isle of Man 100 
Royal Bank of Canada Investment Management 
(Isle of Man) Limited Ballasalla, Isle of Man 100 
Royal Bank of Canada Trustees (Isle of Man) Limited Ballasalla, Isle of Man 100 
RBC Mannin Limited London, England 100 
Royal Bank of Canada (Cayman) Limited George Town, Grand Cayman 100 
RoyCan Trust Company, S.A. Geneva, Switzerland 100 
The Royal Bank of Canada Holdings (U.K.) Limited London, England 100 
Chancellor Investments Limited London, England 100 
Royal Bank of Canada Europe Limited London, England 100 
Orion Leasing Holdings Limited London, England 100 
Orion Finance Limited London, England 100 
The Royal Bank of Canada Trade Finance Limited London, England 100 
The Royal Bank of Canada Forfait Finance Limited London, England 100 
RBC Properties (London) Limited London, England 100 
RBC Properties (Stamford Street) Limited London, England 100 
Profitmore Limited London, England 100 
AST Trans-Act Limited London, England 75 
Multinational Orion Leasing Holdings B.V. Amsterdam, Netherlands 686 100 
Royal Bank of Canada (Asia) Limited Singapore 161,041 100 
RBC Australia Holdings Limited Sydney, Australia 168,432 100 


*The carrying value (in thousands of dollars) of voting shares 


owned 20% or more by the Bank is stated at the Bank’s equity 


in such investments. 
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CONDENSED FINANCIAL STATEMENTS OF MORTGAGE, LEASING AND VENTURE CAPITAL SUBSIDIARIES 


Statement of Assets and Liabilities Statement of Income Yearended Year ended 
(in thousands of dollars) October 31, October 31, (in thousands of dollars) October 31, October 31, 
1990 1989 1990 1989 
Royal Bank Mortgage Corporation 
Assets Income 
Residential mortgages. 222 425-3 $23,841,101 $20,267,982 Interest on residential mortgages ... $2,642,281 $2,117,665 
Personal loansts: = ace cree 639,546 935,581 Interest on personal loans ......... 118,385 140,808 
Gommercialloans-.o-e cree 975,411 939,731 Interest on commercial loans....... 126,803 113,762 
@therminvestments eee 3,609,453 3,500,148 Interest on other investments....... 549,025 317,619 
Royal'BankofGanadarin sn. ae un 373,227 470,673 3,436,494 2,689,854 
$29,438,738 $26,114,115 E 
xpenses 
Liabilities Interest — Royal Bank of Canada .. 14,138 16,543 
Accrued interest and other liabilities. $ 670,320$ 543,326 Interest on notice deposits......... 1,576,650 1,072,099 
Notice deposits vats ee ere een 15,364,930 13,139,928 Interest on short-term 
Short-term promissory notes ....... 1,149,308 967,560 Promissory NOtese sc 6 aso 111,669 120,670 
Investment certificates Interest on investment certificates. . . 1,140,232 995,541 
Due within one yeaes-- eee Ti S235 379 2 OF09> 100 Operating expenses nc ane 314,560 263,045 
Due beyond:oné years]. 12.4. 3,409,653 3,829,288 
Deferred income taxes ............ 32,793 49,908 ena s ee: 
Preferred and common stock....... 87,139 86,665 
Contributedsurpluse. + =e eee 591,433 584,705 Net income before income taxes... . 279,245 221,956 
Retained éarnings 2-2 eee 609,783 403,035 INCOMETAXES Rc atts co eee 71,738 56,081 
$29,438,738 $26,114,115 Net income $ 207,507 $ 165,875 
Royal Bank Leasing Inc. 
Assets Income 
Receivable under lease agreements Léasesy,scenaciiteaherirocna ttt aera $109,303 $103,424 
Royal Bankof Canadaceeen ora $ 60,969 $ 80,888 
Otherto eae 915,096 835,018 E 
Other assets:, es naee eee 3,301 Rs oa ae 
nterest on short-term 
$979,366 $919,298 PrOMISSOry NOLES . 2... <0 hes + « 13,855 16,565 
Tabi Interest on long-term debt 
Accrued interest and other liabilities. $ 37,761 $ 27,482 ‘Royal Bankok Canada........... 3978 ee 
Ss eae aetna: 5 AE ata 153 300 113.700 ther... 2... eee ee eee eee es 14,833 18,817 
P Bane oi , Operating expenses .............. 8,303 7,747 
Long-term debt apenas anne ete 2 ; 
g 
Royal Bank of Canadavea es 96,786 96,987 42,989 61,805 
Other shes jac ee ree ae 124,519 168,103 
Deferred income taxes ...........- 136,349 119,660 
Common StOCKy 4 awk ee 321,975 3218975 Net income before income taxes... . 66,314 41,619 
Retaimed'earnings?. 1. ee eee 108,176 P1e3 98 WICONIETAXES ee he atc mudinn eck epee 2929 17,935 
$979,366 $919,298 Net income $ 36,785 $ 23,684 
Royal Bank Capital Corporation 
Assets Income 
CASI iaS tac A ee ee $ 385 $ 3 Interest and dividends ............ $ 2,495 $ 1,168 
Investments: si) or cine eee 36,213 26,630 Fees and commissions ............ 1,806 1,354 
Other assetstemis eee eee 597 420 Loss.on investments) e432 ce. (1,920) (1,200) 
$37,195 $27,053 2,381 1322 
Expenses 
Interest — Royal Bank of Canada .. 2,415 1,506 
Operating expenses’. «3. cau. en <n > 1,435 P25 
Liabilities 
Accrued interest and other liabilities . $ 102 $ 97 3,850 2,763 
Royal Bank of Canadas ec eee 25,002 17,851 
Commonstock stesso 15,000 10,000 Net loss before income taxes....... (1,469) (1,441) 
Dehiclt hh cette ee ee (2,909) (895)" > SINcOMetaxesare cere cae. ete es 545 (230) 
$37,195 $27,053 Net loss $(2,014) $(1,211) 


ee 


QUARTERLY FINANCIAL HIGHLIGHTS 


DOMESTIC 
(As a percent of average assets, taxable equivalent basis) 1990 1989 
Q4 Q3 Q2 Ql O4 Q3 Q2 Q1 
ee a ee ee ee ee 
Net interest MICOMCnr mn Wieroed. coke 3.16% 3.229% -3:331% | 3741% 3.62% 3.49% 3.45% 3.43% 
Provision for loan losses............ (.63) (.44) (.40) (.33) (.30) (#34) (231) (.38) 
2.53 2.78 2.91 3.08 3232 Sols 3.14 3.05 
PO GMCEHIICOMN Evils viciats oi hs SS ae a os 1.38 4.35 1.39 1.49 1.45 1.41 1337; 1229 
3.91 4.13 4.30 4.57 4.77 4.59 4.51 4.34 
INOM-INtELESH EXPENSES. «24.00 6.550.5 (3503) 0 9(2593)5 92294) 7 (2287) (2385) 2289) 1285) 92.64) 
.88 1.20 1.36 1.70 lg 1.70 1.66 IFO 
Income taxes and minority interest . . . (.40) (.51) (37) (.73) (.90) (G73) (e7y} ey) 
Return on assets 48% 69% .79% .97% 102 97 ow 295%. 9995 
Net income ($ millions) ............ Sul Zia S17 $5182— $227, $2357 °$:220" $-2000— $2210 
Average assets ($ billions)........... $99.5 $97.6 $94.7 $93.0 S920 NSS9t7 © $85.9 B84. 
INTERNATIONAL 
(As a percent of average assets, taxable equivalent basis) 1990 1989 
Q4 Q3 Q2 Ql O4 Q3 Q2 Ql 
INetiiterest INCOME % . . 5.6 Sed se ee os 2.26% 1.83% 2.77% 1.61% 2.14% 2.40% 2.16% 3.55% 
Provision for loan losses............ pas 14 (.13) (.04) (14530) (1-26). (428) ele te) 
2.53 1297; 2.64 eS, (U2) 1.14 .88 EOD 
RS) EET INCOME <i canine sci lalate weiss. « 22 1.09 1.14 1.36 1.40 is es 123 1238 
3.75 3.06 3.78 2.93 (TOS 712-32 els aera 
INON-Imterest Expenses. 2-5 ness (1.81) (1.84) (1.89) (1.82) (2.06) © (1575) 17a) GED?) 
1.94 122 1.89 i es (12282) mows 36 1.85 
Income taxes and minority interest . . . (.67) (.32) (.67) (.36) BI (.24) G12) o2) 
Return on assets 1.27%" 290%) 1.22%. «75% (F10)%: “W339, 2724055) 93% 
Net income (loss) ($ millions) ....... $ 85 $ 59 $ 73 §$ 47 S(430)0 Sah = Sal aS 60) 
Average assets ($ billions). .......... $26.4 $26.3 $24.4 $25.0 $2420 9$23:6 9 $2577) $25.6 
TOTAL BANK 
(As a percent of average assets, taxable equivalent basis) 1990 1989 
Q4 Q3 Q2 Q1 O4 Q3 Q2 Ol 
INGE INTEEESE INCOME < 52 646516 5 «sree 2.97% 2.92% 3.20% 3.03% 3.32 fo) (3.2070) ost fol 1 o.40 70 
Provision for loan losses............ (.44) (.32) (.34) 27) (3.20) (5541) (eee (.56) 
2.53 2.60 2.86 2.76 ale 2.75 2562 2.90 
Other iniconie toa nea hein ce 1.35 1.30 1.34 1.46 1.44 Une We 1935 153372 
3.88 3.90 4.20 4.22 1.56 4.12 B25 4.22 
INON-thterest Expenses. vaen- 6 cts: (D7 7) 42:69) (2272) (2.65) (2569) (2.65) (2559). 2°48) 
eat ile 1.48 1.57 (1203) 1.47 1.36 1.74 
Income taxes and minority interest . . . (.46) (.47) (.60) (.65) 46 (.63) (57) (as 
Return on assets 65% .74% .88% .92% (67%: ~84%- 37995 97% 
IA REE TS et a RN Re ae ac sin le ea em Bs ine ae ws eS pl Pe oe 
Net income (loss) ($ millions) ....... $206. $2. 230° $. 255434274 Si CEOS) 2h. 2398 2458 ees 
Average assets ($ billions)........... $125.9 $123.9 $119.1 $118.0 $116:0 $114.3 2 Si1l.6 -3109,9 
OR EEN ge CY Te EES ON I ea ce A A I EE a Ac lane 
Earnings per share — basic):...;.<.-. $0.62 $0.71 $0.80 $0.87 MOcAh PU On LeU. 5OU,92 
Earnings per share — fully diluted .... $0.61 $0.70 $0.79 $0.86 $(0.77) $0.77 $0.70 $0.89 
Dividends pet.share.... 5.6... 425.0 $0.29 $0.29 $0.29 $0.29 SOL TS 90.2755 S027 Oe Ore) 
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5-YEAR ANALYSIS OF NET INTEREST INCOME ON AVERAGE ASSETS AND LIABILITIES 


For the year ended October 31 


($ millions) 1990 1989 
Average Average Average Average 
balances Interest rate balances Interest rate 
Assets 
Earning assets 
Deposits with other banks: : .....0ae0e cae $ 6,888 $ 666 9.67% $6,937 $ 676 9.74% 
Securities 
Loan substitutes. mee een eee 1,005 154 15.32 741 108 14.57 
Other: securities. c3.an ysis ee eee 8,981 944 10.51 8,901 887 ve ie 
Net gains on disposal of securities.......... — 14 — — 67 — 
9,986 1,112 11.14 9,642 1,062 1101 
Loans 
Domestic 
Residential: mortgages. tee 23,740 2,728 11.49 20,003 Dis | 10.95 
Consumer instalment, credit card and 
other:personal loans sansa eas neta 16,389 2,476 15.11 14,794 2,099 14.19 
Loans to businesses and governments ..... 32,702 4,196 12.83 PVN SS 3,764 12.74 
72,831 9,400 12.91 64,352 8,054 12.52 
International 
Residential mortgages 2004-455. ene 787 109 13.85 968 Dy 132h2 
Consumer instalment loans..............- 232 33 14.22 282 42 14.89 
Loans to businesses and governments ..... 14,125 1,746 12.36 13,943 1,824 13.08 
15,144 1,888 12.47 Pes 15993 13.12 
‘Total loans.) eae ee eee 87,975 11,288 12.83 79,545 10,047 12.63 
Totalearning assetst2e 0) ne eee ee 104,849 13,066 12.46 96,124 11,785 12.26 
Customers’ liability under acceptances ........ 10,439 ~— 10,227 _ — 
Other: assets; 30:22 Sendai eee eee 6,412 — — 6,349 — — 
Total assets $121,700 $13,066 10.74% $112,700 -STie735 10.46% 
Liabilities 
Interest-bearing liabilities 
Deposits 
Domestic 
Individuals: ascni72. ieee ace ee $ 53,112 $5,204 9.80% $ 46,764 $ 4,076 8.729 
Businesses and governments ............. 16,822 1,322 7.86 15,862 1,208 7.62: 
Banks ions cg es ne ee ee 616 52 8.44 570 29 5.09 
70,550 6,578 O32 63,196 5,313 8.41 
International 
Individualss. Sass eee 4,049 350 8.64 aro 348 8.90 
Businesses and governments ............- 10,888 1,123 10.31 OT 1,004 10.28 
BankSiecv o.5.. 255 See ee 10,271 1,041 10.14 ALL 1,107 2-95 
25,208 2,514 9.97 24,805 2,459 S91 
Total deposits... ee eee 95,758 9,092 9.49 88,001 Tl f2 8.83 
Liabilities of subsidiaries 
other'than deposits 5 crane eee eee 122 68 8.51 970 a1 738 
Bank debentures aa eee eee 25123 220 10.36 1,956 206 10.53 
Total interest-bearing liabilities .............. 98,680 9,380 9.51 DOO 2k 8,069 8.87 
Acceptances...) matece ane ae te eee ee 10,439 —_ sae 10,227 = = 
Other liabilities). \28..c2 a0: eee ee 6,492 — — 6,078 a =; 
Shareholders’ equity 
Preferred =. 5 na erie ee ee eee 1,124 — — 850 - _ 
Commons ceac fs sae eae eee 4,965 — —_ 4,618 = eae 
Total liabilities $121,700 $9,380 7.71% $112,700 $8,069 TAGH 
Total assets/net interest income $121,700 $3,686 3.03% $112,700 $3,716 3.30% 
Consisting of: 
DOM eStict cin be Sakae rea coy en een agin $ 96,200 $3,148 3.27% $ 88,000 $3,080 3.50 


InternatiOnaleed osc ccna th ere tees 25,500 538 melt 24,700 636 2.58 
Total $121,700 $3,686 3.03% $112,700 $3,716 3.30% 


—S 


a 
1988 1987 1986 


Average Average Average Average Average Average 
balances Interest rate balances Interest rate balances Interest rate 


———— eee 


$ 8,836 $ 704 7.97% $ 12,180 $ 882 7.24% $13,441 $1,094 8.14% 
905 105 11.60 1,594 169 10.60 2371 259 10.92 
8,001 669 8.36 7,698 652 8.47 7,538 666 8.84 
_ 13 _ — 116 a — 105 foes 
8,906 787 8.84 9,292 937 10.08 9,909 1,030 10.39 
16,279 17.07 10.49 12,985 1,385 10.67 10,285 1,167 1ip3s 
12,897 1,581 12.26 10,820 1,303 12.04 9,784 1,263 12.91 
26,946 2,875 10.67 26,201 2,432 9.28 26,277 2,729 10.39 
56,122 6,163 10.98 50,006 5,120 10.24 46,346 5,159 11.13 
1,287 132 10.26 1,144 124 10.84 639 Th 12.05 
348 50 14.37 379 64 16.89 431 87 20.19 
14,223 1,569 11.03 16,093 1,459 9.07 18,069 ge 9.61 
15,858 16751 11.04 17,616 1,647 9.35 19,139 1,901 9.93 
71,980 7,914 11.00 67,622 6,767 10.01 65,485 7,060 10.78 
89,722 9,405 10.48 89,094 8,586 9.64 88,835 9,184 10.34 
8,149 = = 6,316 os = 4,356 = = 
6,429 — = 4,990 oa a 4,509 oo ee 
$104,300 $9,405 9.02% $100,400 $8,586 8.55% $97,700 $9,184 9.40% 
$ 40,290 S25717. 6.74% $ 36,866 S272 6.16% $34,584 $2,482 7.18% 
16,058 965 6.01 16,248 766 4.71 15,553 934 6.01 
616 30 4.87 432 8 1.85 366 9 2.46 
56,964 5 eal 6.52 53,546 3,046 5.69 50,503 3,425 6.78 
3,938 241 6.12 epee 296 S77 5,705 373 6.54 
10,985 909 8.27 9,807 852 8.69 9,726 719 7.39 
12,917 1,009 7.81 15,627 1,110 TAO 18,242 1,459 8.00 
27,840 2159 7.76 30,567 2,258 7.39 33,673 2,551 7.58 
84,804 5,871 6.92 84,113 5,304 6.31 84,176 5,976 7.10 
308 31 10.06 412 42 10.19 389 38 9.77 
1,568 142 9.06 1,716 136 7.93 1,874 172 9.18 
86,680 6,044 6.97 86,241 5,482 6.36 86,439 6,186 7.16 
Slate — — 6,316 = = 4,356 — a 
4,795 — — 3,124 = = 2,493 = = 
985 — — 956 — _ 958 — = 
3,691 = — 3,763 — _ oot — 2) 
$104,300 $6,044 5.80% $100,400 $5,482 5.46% $97,700 $6,186 6.33% 
$104,300 $3,361 3.22% $100,400 $3,104 3.09% $97,700 $2,998 3.07% 
$ 76,500 $2,736 3.58% $ 68,600 $2,563 3.74% $64,000 $2,240 3.50% 
27,800 625 25 31,800 541 1.70 33,700 758 D5 
$104,300 $3,361 3.22% $100,400 $3,104 3.09% $97,700 $2,998 3.07% 
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10-YEAR FINANCIAL STATEMENTS 


CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES 


As at October 31 
($ millions) 19901989 1988. A987 1986] T9852 IOS 4 ISS IG! 1981 - 
Assets 
Casi resources sin bcc. sss ero eee $ 8,763 $ 8,187 $ 10,093 $ 13,810 $14,908 $14,992 $15,648 $13,002 $15,018 $15,852 
SECUIEICIES ys Sees catuesas reer kee ere 9,449 7,989 8,872 8,586 10,244 10,490 7,484 7,357 6,795 7,346 
Loans 
Residential mortgages .............+ 25,733 22,530 195502 16,184 ~ 12,510 95939> 8.281 75502 (6,631) eens 
Consumer instalment, credit card and 
other personalloans..2....... et -+ 16,826 15,612 14,187 11,744 10,120 9,245 8,343 7,682 7,554 7,814 
Loans to businesses and governments . 50,135 45,097 44,092 41,365 43,304 44,647 42,390 42,883 46,099 42,789 
92,694 83,239 77,781 69,293 65,934 63,831 59,014 58,067 60,284 57,131 
Customers’ liability under acceptances. . 10,369 10,701 9,539 7,226 5,438 4,137 33333, 3,928 3,472 
Land, buildings and equipment........ 18002 1,509 F335 SD S3o GS 1028 947 915 861 810 
Other assets Winoeaen cee eee eee 2,863 3,035" "2,434 23002. 1,915" 1,539" 1,577.” 1413" 202 Gee 
$125,938 $114,660 $110,054 $102,170 $99,607 $96,017 $88,003 $84,682 $88,456 $85,359 
Liabilities 
Deposits 
Indivadualsseccnvieeeranesst ener $ 60,577 $ 53,851 $ 46,701 $ 42,530 $41,031 $38,953 $35,592 $33,499 $32,060 $27,806 
Businesses and governments ......... 27,335 25,242 27,924 28,021 26,003 25,658 225724 22,180 26:583 810 
Banks fvetscte caried Settee ee 11,256 10,093. -12,613. 15,260" “475219 — 18,932; 19,273" = 18 10) 19 763 one 
99,168 89,186 87,238 85,811 84,253 83,543 77,589 74,389 78,406 76,865 
Other liabilities 
INCCEPTANCESnc.ecaclese ie ae ree 10,369 10,701 95539 7,226: 5,438 4,137 35332) 93,9280 953,477 eee 
Othetsoncs ees etn ee eee 7,591 6,775. 6,091 33238» S77 DAIS 1,997" 1-949) 27 eee 
Minority interest in subsidiaries ...... 98 98 99 10 y 9 8 5 2 6 
18,018 17,574 15,729 10,474 8.624 6,557 5,337 5,874 6,046 5,014 
Bank debentures cascc soto 25299 24189 2000 S20 68 em 749) al oan ete (ots 
Shareholders’ equity 
Capital stock—preferred............. 1,146 §=1,151 954 1012 1,025 877 875 650 354 150 
COMMON soe 2,450 2,309 1,961 1,545 1,193 962 771 629 85 83 
Contributedisutplis aay ener _ 452 408 


Retamedicarningse aie re 2,857, 2,322° 2,172; 1,807 2,444 = 92.329) 92.0950 023020) 7 al 99 nee 
6,453 5,782 5,087 4,864" 4,662; 4,168. 37413299" 2883 ee ee 
$125,938 $114,660 $110,054 $102,170 $99,607 $96,017 $88,003 $84,682 $88,456 $85,359 


i 
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CONSOLIDATED STATEMENT OF INCOME 


For the year ended October 31 


($ millions) LIIO™ 1989" 1988 91987 “1986 1985 1984. 7983 1992 1981 
Interest income 
[LORI STS 30 Ss 2h. 0 6 Sa ee $11,163 $9,916 $7,797 $6,672 $6,995 $7,060 $7,026 $7,075 $9,418 $8,247 
Bre toe UN ANC are tactile calves sin vielains 124 131 118 oy, 66 64 65 7A 76 41 
DECHIAPICS Erne tere Aiacions ali oeak Re wr 1,021 971 706 785 856 TE | 718 664 788 TIE 
IE DOSIES WITMDANKS 04.4). c20c9s sees 666 676 704 88 1094 15371) 452675 1,138 1.860) 16739 
NO ae 6945 19.3250 3,455) 99:011) (92266 95076. 8.9480 12.149 10,804 
Interest expense 
BCUN ISI Seetsea Nd S94 feos Sc aka overs Sema + 9,092 7,772 5,871 5,304 5,976 6,564 6,605 6,513 10,151 8,952 
BA GCDENEUEES vy nce. ou os ce aeers ens 220 206 142 136 la) 147 120 127 1729 TAI 
Ce Mem ar ei ais ce Gage iS eves Ge tne ke 68 91 31 42 38 39 39 39 40 15 
9,380 8,069 6,044 5,482 6,186 6,750 6,764 6,679 10,320 9,038 
Net interest income.................- Demo 025 9,708. 25955 62.620 «2.5167 2,312) 25269.) 1.822> 15766 
Provision for loan losses.............. 420 1,380 750 900 975 685 742 VID 680 219 
Oy / 4240051) 2,053.9 16850) 45831) 15570) 16497 15142) 12947 
RPE AEC ONE eae oy. 4- ha de els 156550000) 1,270) 1,062 831 743 651 601 526 446 
Asolo 37 85 o,O0 le Stl on 25680 2.5/4. 2221) ©2.098. 14668 15993 
Non-interest expenses 
PISMO, <x ects aa no eA ON E697 le do55 e532, 221A] (1,076. 1,014 CHEE 945 784 
Pension and other staff benefits........ 192 154 1135 AES 107 104 2 98 il 79 
Premises and equipment. jac... 3... .'2. 594 514 463 408 Sr 326 294 2713 256 203 
RO CREPE he Riese ah. agate oa 817 PAS 620 592 541 442 404 398 382 318 
/ S200 me 2.759, 255590 925327 2472 1.948 1,804 51,746 1,674 1,384 
Net income (loss) before income taxes . . 1,529 848 1,251 788 509 626 417 SO! (6) 609 
ROE REMAX OSs cote tue, niolass aox chose tans 555 305 530 273 54 170 64 38 (188) 147 
Net income before minority interest... . 974 543 PA oy By 455 456 353 314 182 462 
Minority interest in net income 
DSU SICTALICS Pera oe oie | 38. Ge) mies victor a 9 14 9 3 3 Z. 1 1 — 4 
Net income before special provision 
HOR IOSSES Cuca) ois De eas 965 Soo TAZ Si 452 454 Bo S13 182 458 
Special provision for losses............ — _ — (800) — — — —_ = = 
Net income (loss) $ 965 $ 529 $ 712 $ (288) $ 452 $ 454 $ 352 $ 313 $ 182 $ 458 
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY 
For the year ended October 31 
($ millions) 1990 1989 1988 1987 1986 1985 1984 1983 1982 1981 
Capital stock 
Balance at beginning of year........... $3,460 $2,915 $2,557 $2,218 $1,839 $1,646 $1,279 $ 439 $ 233 $ 80 
Issue of preferred shares.............. - 400 — — 150 — 230 300 210 152 
Issue of common shares ......-:5..5%. 141 348 416 Shy 231 192 141 95 A 3 
Preferred shares converted ............ — (187) (44) — _ — == aa = = 
Preferred shares redeemed ............ (4) (11) (5) (5) (4) (4) (5) (4) (6) (2) 
Translation adjustment.2.2...<c.0. ssa (1) (5) (9) (8) 2 5 1 — _ — 
Transfer from contributed surplus ..... — — _ = ra ar oe Ba? a a 
Balance at end of year $3,596 $3,460 $2,915 $2,557 $2,218 $1,839 $1,646 $1,279 $ 439 $ 233 
Retained earnings 
Balance at beginning of year........... $2,322 $2,172 $1,807 $2,444 $2,329 $2,095 $2,020 $1,992 $2,060 $1,727 
Prior petiod adjustment ....,<..5..0.21-~ — _ = — a = a5 a 21 af 
INCEANCOME (LOSS)5 3, 2c se ee eet 965 529 abe (288) 452 454 352 313 182 458 
Wividends preferred 7.5 oas..n cane (96) (65) (80) (79) (76) (72) (64) (44) (33) (9) 
EACOMIMON Gs tac eee eC (337) (313) (266) (236) (205) (196) (183) (174) (168) (139) 
INCOME TAKES Areas he See ey _ - — (29) (35) oe (18) (67) (67) 23 
Expense of share issues..............- = (7) _ — (3) == a (4) (3) a 
Unrealized foreign currency translation 
Palins ANG LOSSES S tres. clas cei eade ame pte 3 6 (1) (5) (18) (4) (12) = = = 
Transfer from contributed surplus ..... _ _ = = mE = = a a es 
Balance at end of year $2,857 $2,322 $2,172 $1,807 $2,444 $2,329 $2,095 $2,020 $1,992 $2,060 
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10-YEAR SELECTED STATISTICAL DATA 


Revenue and expenses as a percent of 
average assets (taxable equivalent basis) 


Average assets ($ millions) 


1990 


1989 


1988 


1987 


1986 


1985 


1984 


1983 


1982 


1981 


$121,700 $112,700 $104,300 $100,400 $97,700 $92,300 $86,700 $86,700 $88,500 $73,500 


Net interest income (1) ............... 3.03% 3.30% 3.22% 3.09% 3.07% 2.92% 2.92% - 2.88% 2.44% 2.79% 
Provision for loan losses.............-. (35) (1.22) (.72) (90 es sth 00) (.74) (.86) (.89) (.77) (.30) 
2.68 2.08 2.50 2.19 2.07 2.18 2.06 1.99 1.67 2.49 
Other income... 42a ee ee eee 1.36 1.36 22 1.06 85 80 4h) 69 59 61 
4.04 3.44 SG) So 292 2.98 2.81 2.68 2.26 3.10 
INOn-interest. expenses. eee eee (2.71) (2:61) (2.44) — (232) (2.22). (2.11) (208) (2.01) (So aesa! 
1.33 83 1.28 93 70 87 73 .67 37 22 
Income taxes and minority interest (1) .. (.54) (.36) (.60) (.42) (.24) (.38) (.32) (.31) (.16) (.60) 
Return on assets 79% AT% 68% 51% 46% 49% 41% 36% 21% 62% 
Common share information (2) 
Average shares outstanding (thousands) 
= BASIC. ton fiis.u ere ia ee ree 290,243 282,586 250,677 229,331 204,221 194,643 181,680 173,537 167,660 163,421 
= Fully: diluted 2 Asc.nu. evant eae 295,945 290,113 282,231 270,826 259,042 249,475 219,713 196,585 167,660 165,018 
Earnings per share (3) 
=I BASIC va reasrs yen ch He se $3.00 $1.64 $2.52 $1.89 $1.84 $1.96 $1.58 $1.55 $0.89 $2.75 
= Fully.diluted amiss once ene $2.96 $1.63 $2.42 $1.81 $1.73 $1.82 $1.50 $1.50 $0.89 $2.73 
Dividends per shares-.- ue eee $1.16 $1.10 $1.04 $1.01 $1.00 $1.00 $1.00 $1.00 $1.00 $0.85 
Common Share price (4) High......... $25.69 $24.38 $18.25 $19.44 $17.63 $16.19 $17.69 $18.00 $13.75 $16.13 
Low nae $19.75 $16.88 $13.06 $12.81 $13.75 $13.75 $12.44 $11.75 $9.00 $12.06 
Close] sa eee $20.75 $24.25 $18.00 $13.88 $16.63 $15.75 $14.19 $15.88 $11.75 $12.88 
Book value(5S). 22 se ee ee $18.10 $16.16 $15.58 $14.20 $17.07 $16.55 $15.43 $15.03 $14.91 $15.40 
Price/earnings multiple (6)............ 7.6 15 6.2 8.5 8.5 7.6 9:5 9.6 12.9 5A 
Dividend: yield\(/\Wweeae aa eee 5.1% 5.3% 6.6% 6.3% 6.4% 6.7% 6.6% 6.7% 8.8% 6.0% 
Return oniequity(S) i244. eee 17.5% 10.1% © 17.2% 115% 109% 124% 10 aiom 1085 5.8% 21.2% 
Other information 
Common shareholder accounts....... 80,212 81,901 87,613 88,814 89,752 89,947 79,085 62,332 51,159 47,587 
Service delivery units/-n,.0. eee 1,665 1,607 1,560 DSi 1,496 1,494 1,510 1,536 1,568 1,574 
Automated banking machines........ Sa ald 2,324 1,628 1,336 1,170 898 7e2 $74 392 220 


Notes 

(1) Net interest income and income taxes have been adjusted 
to a taxable equivalent basis to recognize income from 
tax-exempt sources of the following amounts: 


($ millions) 


198 1c. eoacice tenee at ev ene te 287 
198 2 a2 sessctyitest ose et oaae oe eara teeter ae ee Sie 
1983 35 anyon Seat hee Unds oan rr ee ee ana 229 
W984 aces 5 oa Shaues cloner tae EN ae oe papa 
18S ease oie ea Sie eae ee eR tote eee 175 
1986. 3..cs.cisiae eva s eee eee ace ee Tene 174 
fo arn MEG c-Si Re tune 4 ewe 82 152 
1988 sic cco az cian whe Sie age ers eter en $1 
1989s. 5 605 where a6 ops ane ere ne ee ae 92 
DODO: ao Gace ici oee tat Ree tee SR ele tem 92 


(2) Common shares were split on a 2 for 1 basis in February, 
1990 and all related data has been restated accordingly. 

(3) Earnings and earnings per share figures for 1987 are stated 
before the special provision for losses on country lending. 
Adjusting these figures for the special provision results in a 
loss of $1.60 per share. 

(4) High and low price of common shares traded on the 
Toronto Stock Exchange during the year and the closing 
price on the last trading day of October. 

(S) Common shareholders’ equity divided by common shares 
outstanding at October 31. 

(6) Average of high and low common share price divided by basic 
earnings per share. 

(7) Dividends per common share divided by the average of 
high and low share price. 

(8) Net income after taxes less preferred share dividends, 
divided by average common shareholders’ equity. 
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SHAREHOLDER INFORMATION 


CORPORATE HEADQUARTERS 


Street Address: 


Telephone: 
Fax: 
Telex: 


Mailing Address: 


1 Place Ville Marie 
Montreal, Quebec 
Canada 

(514) 874-2110 
(514) 874-7197 
055-61086 


Royal Bank of Canada 
P.O. Box 6001 
Montreal, Quebec 
Canada H3G3A9 


STOCK EXCHANGE LISTINGS 


Canada: Montreal, Toronto, Vancouver, Winnipeg and 


Alberta Stock Exchanges 


Japan: Tokyo Stock Exchange 


Switzerland: Basle, Geneva, Zurich 


U.K.: London Stock Exchange 


TRANSFER AGENT AND REGISTRAR 


Main Agent: 


Mailing Address: 


Street Address: 


Telephone: 
Fax: 
Telex: 


Co-Transfer Agents (Canada) 


Montreal Trust 
Company of Canada 


P.O. Box 890, 
Station “B” 
Montreal, Quebec 
Canada H3B 3K5 


1800 McGill College Avenue 
Montreal, Quebec 

Canada H3A 3K9 

(514) 982-7000 

(514) 982-7580 

055-61286 


Montreal Trust Company of Canada 


Halifax, N.S. 


Toronto, Ontario 


1690 Hollis Street 151 Front Street West 
P.O. Box 2187 8th Floor 

B3J 3C5 MSJ 2N1 

Calgary, Alberta Regina, Sask. 
411-8th Avenue S.W. 1778 Scarth Street 
T2P 1E7 S4P 2G1 

Winnipeg, Man. Vancouver, B.C. 

221 Portage Avenue 510 Burrard Street 
P.O. Box 369 V6C 3B9 

RIG jt 


Co-Transfer Agent (United Kingdom) 


National Westminster Bank PLC 


Registrar’s Department 


P.O. Box No. 82, Caxton House 
Redcliffe Way, Bristol, England 


BS99 7NH 


Shareholder Service Agent (Japan) 


The Yasuda Trust and Banking Co. Ltd. 


1-2-1, Yaesu, Chuo-ku 
Tokyo, Japan 


SHAREHOLDER DIVIDEND AND 
SHARE PURCHASE PLAN 


Shareholders of record or beneficial owners of Common 
and/or of certain eligible series of preferred shares may enroll 
in the Plan. Participants in the Plan may elect to receive their 
dividends in the form of new Common Shares (stock dividends) 
or reinvest their cash dividends in new Common Shares. In 
both instances, the price of the new Common Shares is 95% of 
the average market price determined at the date of the dividend 
payment. Participants in the Plan may also make optional 
payments to purchase new Common Shares as frequently as 
once a month (on the Investment Date) for an aggregate 
amount up to Cdn. $7,500 per quarterly dividend period at 
100 per cent of the average market price. 

Further information on the Shareholder Dividend and Share 
Purchase Plan may be obtained from the Shareholder Relations 
Department, at the Bank’s corporate headquarters. 

Shareholder inquiries pertaining to the status of Plan 
accounts may be directed to the Plan Agent, Montreal Trust 
Company of Canada, Attn. Dividend Reinvestment Services 
at the mailing address listed or by telephoning (514) 982-7666. 


DIVIDEND RECORD DATES 


Usually the 24th of January, April, July and October, except 
for First Preferred Series E, F and G. The dividend record date 
for the First Preferred Shares Series E is the last day for each 
month, and for the First Preferred Shares Series F and G is the 
second week of January, April, July and October. 


DIVIDEND PAYMENT DATES 


Usually the 24th of February, May, August and November, 
except for First Preferred Series E, F and G. The dividend pay- 
ment date for the First Preferred Shares Series E is the 12th day 
of each month, and for the First Preferred Shares Series F and 
G is the last business day of January, April, July and October. 


VALUATION DAY PRICE 


For capital gains purposes, the Valuation Day (December 22, 
1971) cost base for common shares of Royal Bank of Canada, 
adjusted for prior stock splits, is $7.38 per share. 


DIRECT DEPOSIT SERVICE 


Shareholders may also elect to have their dividends deposited 
directly into their savings or chequing accounts at any finan- 
cial institution which is a member of the Canadian Payments 
Association. To arrange, please write to our Shareholder 
Relations Department, at the Bank’s corporate headquarters. 


INSTITUTIONAL INVESTOR, BROKER, 
SECURITY ANALYST CONTACT 


Institutional investors, brokers, security analysts and others 
desiring financial information about the Bank should contact 
the Manager, Investor and Shareholder Relations, at the 
Bank’s corporate headquarters. 


DUPLICATE ANNUAL REPORTS 


Some registered holders of shares of Royal Bank of Canada 
might receive more than one copy of shareholder information 
mailings such as this Annual Report. While every effort is 
made to avoid duplication, if securities of the same class or 
series are registered in different names and/or addresses, 
multiple copies are forwarded. Shareholders receiving more 
than one copy are requested to write to our Shareholder 
Relations Department, at corporate headquarters, so that 
arrangements may be made to avoid duplicate mailings. 


Information concerning Royal Bank and its activities in 
Canada and abroad may be obtained from the Public Affairs 
Department, at the Bank’s corporate headquarters. 
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